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Pa^e 1. — IxTRODUCTiov. Two Schools of political econo* 
my, with rej^ard to the ultiiTiate incidence of taxes ; 
that of Qiie.snai, which made all taxes fall on land rent j 
and that of Ricardo which makes all taxes fall on the 
profits of stock# Doctor Smith left the conclusions of the 
1st unafTected, and did not therefore form a separate 
School. 

Pag:e 14. — RrviEw of ttif 1st Sciioof. — Considered tliaf all 
tlie expenses of the Government were defrayed out of 
that parf of the exchanffeahle value of the annual pro- 
duce*, which is paid in rent. 

Pa<:c 16. — IltrtiUwould have been paid in the price of the 
proiluco of any other fund equally essential, had it been 
adapt eil to appropriation, and appropriated. 

Pagr 17. — The earth properly calleil a fund or source of 
W(*al<h. 

Page 1 y. — Whetlicr rent paid in the price of p?*oducc hrouj^hf 
from the poorest and nn>'»f tlisfant land, of no importance 
to any thiiiir hut Mr. Ricardo’s theory of profits and 
vvai^e>. Manliest ly paid in the price of all other pro- 
duce. 

Pagt; - In the earliest staore of society, after industry ?«? 
extended to agriculture all taxcj incidenl on land rent, 
illow. 

Page ‘26. — The land more commonly appropriated than 
any othtu* hind, bTjcause more adapted to it. 

Page 27. — In the very early stages unappropriated like the 
other funds. 

Page 27. — VVatei sometimes a[\proprialed, Tvhen land is 
not. 

Page 31. — Even in the very early stages, when industry 
confined to aoricuUnre, taxes prevented from falling ne- 
cessarily on rentywithout the appropriation of any other 
fund. How. 
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Page 32. — By works to incroase production and facilitate 
(ystribution, more men loft to depend on Government, 
or land-propriVtors : — not always suniciently employed 
by those^ w’lio\;ommand the means ol* their s«b:?istencc. 

Page 3/). — If these\:^"orks are formed and maintained by 
landlords, or Goverfiineot, these men must depend upon 
the one or the other. , 

The atmosplvere and sea hav/' been ap}?ropriated aiCd made 
to pay rent ; anil thereby proiluclivc of excha^*:geal)lc va* 
lu€j but of nothin <4 eU*. 

Page 37. - It was in the same sense, that ap^ricultural labour 
was more })roduc(ive than any other. 

Page 38. — Taxe>:, tithe-, poor-rates, monopolies, 5tc. pro- 
ductive in this sense. 

Page 39. — Error aiises from chanixinf^ the sence of terms 
without changing the terms themselves ; and atlirmlnn^ 
of them in one sense, what can with truth be affirmod of 
them only in another. Reference to Doctor Smith and 
Mr. iVIalllius. 

Page 41. — An appropriated fund must pay.-f^f^ or is of no 
value ; and this rent paid in the price of its use ()r pro- 
duce. This ri'nt varies with decrees of fertility, and of 
distance from the seat of demand. 

Page 42. — Kent derived from land from the earliest esta- 
blishment of n seat of demand : and not as the Kicardo 
School sup’posC'i. 

Page 43. — Other funds depend not mm^ upon tlv' land, than 
the land upon thi^ other fu u<l-. 

Page 47. — In the cailN st.p^es of soriety '-eats of demand 
formed iiv tho-c who connuaud tin* surplus produce as 
rc'iit or revenue and without art<, inauufaclurcs, or 
coinmcrce. 

PageT }}, — The poAvci's oflaud 1, united within the rapacities 
of the other funds; and theridore (ui-iit ^(,)pulalion. Be- 
fore industry extends po[>idaiion liiuit(‘d to Vhal dd- 
ine>lic land- can supply. Those only free, in such 
states, who have a prop'iu'ly in tlic land or tlu^ iuslru- 
iiK'uts of ai>iicul<ure. Rcderenee to AI(‘\ieo, and I'ini:- 
laiid under the Siixoiis ; I.-rael, E^ypt, Persia, I ndia. «!!!ie. 

Page .5 4. — III this early no "rent town or city, under 
a miniile sub-division of landed pro[)eriy, indcpenilem 
of public (Establishments. 

Page 5G. — Different as industry extends. 
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Pa^e 57. — Towns aiid cities grow up independent of their 
own lands for supply. 

Page 58.— Though in a very oarly staj^j all taxes incident 
upon land rent ; they arc so rneroly hceause no other 
fund is appropriated. 

Page 59. — When .industry extends, taxes so far from being 
of necessity incident np»on land rent, arc f)aid where no 
rent, is received, and luAlome.stic lamls employed in the 
supph’? 

Page 60. — Seats of demand in the track of tlie Indian 
trade — how^ formed, and how dost royoil. 

Page 6^. — In Spartu, taxes incident upon the land-propiie- 
tors. 

Page 63. — Not so in Athens, 

Page 64. — Seats of demand, formed upon a system of eqiii- 
valfMits, nmst ha\e recourse to lands more distant and 
h’ss h'rtik^, as they increase; and tlio rents of the near- 
er ami more fertile inerease. But the application of 
lal)our and stock to (lie more distant and less fertile is 
an e fleet aitd not a cause ns assumed by the Ricardo 
Schook 

Page 68. — Why Doctor Smith supposed the most distant 
and least ftrrtile lands paid rent — his conclusion admitted 
by prarlieal men, but denied by the School of Ricardo; 
which has appllc'd to the land, tin' camclm-ion which 
Df)ctor Sinitli had applied to coal mines. 

It-, truth or error important to the tlieory of that School, 
but to nothing (*lse. 

Pan'c 60. — Some slates draw produce from abroad while 
fertile' lands a^ home are nntilled: others Inwe their 
^^*rv wnr>t land^ tilled ami pa}iiU!: remt, while they draw, 
no land produce from other oonnlrie>). 

Pwge 70.-» Tial??^.ir and sf<Vk driven from the land to com- 
merce in France: — invited to the land by import duties 
in FiUgland. 

Page 71.— Error of ^Tr. Ricardo, in supposing tlic natural 
powers of ’tlie soil ^^inexhaustible and indestructible."'^ 

Among maritime nations price of produce docs not in- 
crease with increasing demand, as among inland; nar 
in inland (‘onniries w*ilh “real facilities of conveyance, 
as in tliQsc with less. 
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Page 75. — Reasoning applied to India; where scats of de* 
nfand are not formed upon extended industry, but al* 
most exclusively upon public establishments. 

Page 77. — Consequc(;it revolutions in the value of landed 
property. 

The connexion between tlA cause and effect never clear- 
ly explained : its pracfical importance. 

Page 79. — Seats of demand ufidcr the Mahommpauns in 
India had made some proi^ress in chanq^injy'iheir cha- 
racter, as in Spain under the Moors. Destroyed in the 
civil wars that preceded the rise of the Marhattas and 
English, or by them. 

Page 81. — IIovv by us. If the lands be not loss fertile, 
nor less cultivated, the population is the same ; and if 
we draw one-third of the annual produce, where are 
the thirty millions subsisted upon it, employed? 

Page 83. — Reasoning applied to political and revenue mea- 
sures in India. 

Page 88. — Districts lightly assessed soon peopled and culti- 
vated at the expense of such as are higUl^^feisessed ; and 
assessments reduce themselves through periods of suf- 
fering and depopulation. 

Page 90. — Feelings of local attachment, how formed; and ^ 
how (axed, and again destroyed. 

Page 91. — We discourage the formation and maintai nance 
of those works by which these feelings are created and 
supported. 

Page 94. — A fixed land tax, or a land tax rated upon a 
fixed valuation not generally expedient in India ; but 
more care required to encourage the investment of fixed 
and inconvertible stock, absolutely f^ssential to a good 
system of tillage. , 

Page 95. — Absurd to talk of wd'nt of, capital on the land in 
India; no such want under tnoderat^assessments. A 
concentration of it wanted ; and this prevented by t^ie 
Ryutwar settlement. 

Paeg 95. — In what society all taxes would of necessity he 
ultimately incident upon land rent. Nasuch society af- 
ter industry extend'^* 

Page 97. — Appropriation of other funds unnecessary, 
either for their efficient imflrovement, or as a conse- 
quence of increasing demand. 
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Page Q8. — But appropriated partially as society advances, 
and enjoyments become more refined. The sun idid the 
atmosphere then made to pay rent. 

Page 99. — How the labour and stfyck of men invested 
as societies advance ; andjthe i./dependent incomes de- 
rived from the investment, made to contribute to the 
public burthens in taxes. 

Inter^sk of the national debt and that of many other 
debts, derived from stock not employed in production ; 
but made to pay taxes. 

Page 100. — As society advances the financial systems of 
nations becomfe more complicated, to be good. 

Page 101.— Such was the case under the Romans; and the 
system was simplified as society was reduced to lords 
and slaves, under the barbarians. 

Page 109. — Error of Montesquieu in attributing this change 
to a plan of liberty among the Franks. 




BOOK ‘1st. CFIAPTER THE 1»t> 


irittrotiucUoit* 


ITH regard to the ultimate incidence of taxey, 
there have been two Schools of political economy; 
the first, that of M^Quesnai ; the second, that of Mr. 
Ricardo. According: to both these Schools, the ex- 
changeable value of every commodity produced and 
brought to market in a society, must be composed of 
one or more of the following tliree parts, 1st. the 
wages of the labour, actually employed in producing 
and bringing it to market ; Snd, the profi ts of the 
stock so employed : 3rd, the rent of the land. The 
incomes of all those Members of Society, whose reve- 
nues do not compose any part of the or exchange’^ 

ahlc value, of tlu^e commodities, must, according to 
hot li^ Schools, btiCclerived from the incomes of those 
whose revenues do sb ^compose it. But the first 
School, or tl^tt of Quqsnai, held, that what the pro- 
prietors of stock in profits, and the labourers in wages, 
received out of the whole value, or price of the an- 
nual produce, could never be more than suflicient, to 
subsist themselves, and replace the stock expended or 
invested by them in the commodities ; and, conse- 
quently, what farmers and husbandmen received out 
of the produce of the land, could be no more. 
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No third class could, therefore, possibly be sub- 
sisted out of what they received from the price or 
exchangeable vulue of commodities ; and all the other 
classes of society, w ho neither labour themselves, nor 
have stock employed, in producing and bringing to 
market, must consequently depend upon something 
else. But the only species of industry that.auded any 
thing to the exchangeable value of the subject upon 
w iiich it was employed, over and above what was re- 
quired to pay these wages and profits, was agncuh 
iure ; as the price of its produce paid not only these 
wages and prolits, but the rents of the landlords or 
proprietors of the soil. 

This being found the only species of industry that 
paid, in the price or exchangeable value of its pro* 
diicc, any thing for the subsistence and provision of 
those, not directly or indirectly employed in it, wuth 
tlicir labour or their stock, was by this School digni- 
fied with the name productixe ; while the Industry of 
Lti! other classes was torined indiscriminately unpro- 
ductive because it did not aflbrd any produit 
like the rent of land, paid by agriculture. The price 
or exchai^geable value of the produce of all other 
species of industry paid no more tha>'‘ the w'ages of the 
labourers, and the profits of tiieir stock ; and these 
w^ere T O more than sufficient fo subsist and provide 
for the people who received it, and to replace the 
stock. 

Every man must depend for his suhsistence upon 
the produce of agricultui*e, which alone furnishes 
him w ith the absolute necessaries of life ; but the 
wages of the labourer, and the profits of the farmer, 
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paid out of the exchangeable value of the gross pro* 
diice, are no more than sufficient to* subsist and pro- 
vide for them, and to replace the Itock* expended ; 
and all the other classes of the Society must, therc- 
fore, depend upcwi the pro dt^ it neV'* or net surplus 
produce for their subsistence ; or upon that portion 
of the anTnual returns, which agricultural industry 
gives to the landlord in rent. Whether they should 
be paid what they required for their subsistence, im- 
mediately by the landlords, or should be paid by 
them through the medium of the (Government in 
taxes, could make no difference in the ultimate inci- 
dence of the burthen of their subsistence upon the 
rent of the land-proprietors. 

Doctor Smitli did not, as far as regards this subject, 
form a second School ; he admitted what the Econo- 
mistes, or disciples of Quesnai, had assumed, that 
i/.anufacturing and commercial industry added notliing 
to the exchangeable value of the subject upon whicli 
employed, but what they took in wages and profits, to 
su])sist and provide for the labourers and proprietors 
of stock, and to replace the stock itself ; but as this in- 
dustry does add the value of what is consumed to the 
oxcliiingeable va^!K^af the subject upon which employ- 
ed, those engaged in it fvtght not, be contended, to be 
considered ai^unproductive. What they produce is 
at least equal to what they consume in exchangeable 
value ; though it is not, like that produced by farmers 
and husbandmen, equal to something more ; ^^and as 
a marriage which affords tliruo children is certainly 
more productive than one, which affords only two, 
so the labour of th6 farmers and country labourers 
is certainly more productive than that of the Mer- 
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chant and Manufacturer. The superior prodticet>f' 
the one class, fiowever, does not render the other 
barren or* unproductive.” * They all reproduce a 
value in exchange equal to the exchangeable value 
of what they consume^: and ought, therefore, to be 
considered as productive , consumers ; while those 
only ought to be considered as unproductive, who 
consume without adding a value in exchange to the 
object upon which employed. 

AVealth Doctor Smith considered to be value in ex- 
change ; and that labour as productive which added 
any value in exchange to (he sulject upon which em- 
ployed ;t and when his terms are taken in the sense 
in which he defines and uses them, he is neither in- 
consistent nor contradict orvj as IMr. hrCulloch has 
supposed. The inconsistency and contradiction arises 
entirely from Mr. M’Culloch's not understanding 
the terms in the sense Doctor Smith uses them ; for 
no one can suppose him so uncandid as intentionally 
to alter definitions, in order to adapt terms to oppo- 
fcite conclusions.^ 


^ WealtU of Nations, vol. 3, p. B. 4, I 2. 

Wealtli of Nations, vol 2, p. 1- 

+ See lU’Cullocli's l*rincii»le8 of rolltica.^ Economr, p. 403 to 417. 
The terms fallacy, contradiriUm, incun/tufeNcy, are^dll improperly ap- 
plieo to Doctor Smith’s reasoning^; and the passage quoted from Paley, 
p. 41' shows only that the labour he describes is productive accord- 
ing t Doctor Smith. 

Ui!i Mr. IM’Culloch has, throughout his books, confounded value in 
cxc/'Unye and value in use ; and could not, therefore, understand Dr- 
SmiUi’s distinction. Water is valuable in use, so are the services oi* 
a statesman, and a soldier ; but water is ' not valuable in exchange. 
A diamond b valuable in exchange, hut not always iu use. 
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Though Doctor Smith extends a good deal the li- 
mits to productive labour, by the admission of tliose 
who added the amount of their wa^cs aifd profits to 
the value in exchange of the subject upon which em- 
ployed, while thv Economistes admitted only such as 
added something more, ^till their great conclusion 
respecting" the ultimate incidence of taxes remains 
unatVected, or rather confirmefl by the admissions of 
Doctor Smith ; and we may search the Wealth of 
Nations in vain for any arguments to prove, that all 
taxes are not finally incident upon the rents of land, 
cr the proefuit net of the Economistes, On the con- 
trary, Doctor Smith is sometimes led expressly to 
conclude, and at others to make admissions from 
which the conclusion is inevitable, that they are all 
so incident, ^^In all the great kingdoms of Europe, 
perhaps, tlie greater part of the revenue of the so- 
veroign may ultimately depend upon the produce 
of the land; but that dependence is neitl)cr so im- 
mediate nor so evident.”* Well might he term 
their doctrine a very ingenious theory supported 
metaphysical arguments for ingenious and 
metaphysical indeed must have been the theory, that 
could impose upon a iniiid of such extraordinary 
powers.^ 


• * or^itions, vol. S. p. 105. B. 5 1 . I. 

f V<)]. :t. p. 263. B. 5 /. 2. 

Doctor Suntli tliouolit M. Qufnnai, vith whom he well ac* 
quaioted, a mau ot the greatest modesty and simplicity; and his 
system of political economy with all its imperfectionB, the nearest ap* 
proxiination to the truth (hat had yet befin published on the principles 
of this very iuiportaut science. Doctor Smith intended to dedicate 
his work to lilm, but the deith of M. Quesnai prevented him.” 

See Du^ulJ Stuart's account of hU life and writings, p. 57. 
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We are thus led to conclude/’ say the Edin- 
hurgh Reviewers, from the admissions of Doctor 
Smith, that all taxes are finally incident upon the 
net produce ; and are ultimately paid by land rent, 
either in a diminiitiop of the IandlC)rd’s rent, or in 
an increase "of the wages ^.and prices, which out of 
his actual rent, he distributes among *\he other 
classes of the community and, say the same Re- 
viewers ^^no tax can ultimately fall cither on the 
wages of labour or the profits of stoch ; w herefore 
those wdiich are levied on coiivStimors, are all ulti- 
mately paid from rent.’' Rut the same Reviewers 
prove, that land is nothing but stock ; and the rent 
of land nothing but the profits of that stock ;* and 
taxes cannot therefore fall ultimately upon rent. 
They can therefore fall upon nothing, since all are 
agreed, that lieni. Profits, and Wages, arc the only 
things upon w hich they can possibly fall. Thus Eng- 
land had got rid of a very inconvenient burtlien, 
which Mr. Ricardo and his disciples have unhappily 
brought back, thongli they have very considerately 
placed it upon a (lijf'crcnt set of shoulders. 

By the admission^; of some philosophers others w ere 
in time enabled to annihilate tin. g'lCat works of the 
creator : an honest English Bishop, t to annihilate the 
material world, and believe Vnost siiK'erely in ilte 
truth of his conclusions; and an English philosopher 


’ See Eiliuburglj nt‘view,Tol. 1. p. 448. vol. 4. p. 358 to 3G6. vol. 14. 
p 54. * 

7 Bpr]c#*ly. Our gre.4t poet Byron tLmifjlit tlic aroumentfl of Beikelj 
slil! unrcfutca. See Don Jaaa. Ferliaps be had not lead Reid, or 
Donald Stewart. 
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and historian,* to annihilate the world of spirits, 
which the Bishop had left, and believe speculatively 
ill the truth of his deductions. The worka and insti* 
tutions of feeble man are not calculated to resist the 
force of such syllogistic Euroclydons ! 

M. Vi>Uaircsaw the evil effects of the theory of the 
Ecorioraistes, with regard to ihe ultimate incidence 
of taxes, when applied to practice ; but feeling that 
it would be more easy and more efficacious to ridi- 
cule than to refute their arguments, he embodied 
them in his little romance of ‘‘ L’llommeaux quarantc 
ecus.” Les nouveaux ministres disoient encore 
dans leur preamble, qu’on ne doit taxer que les ter- 
ras, pareeque tout vient de la terre, jusqu^a lapluie; 
et quo, par cc^isequent, il n’y a que les fruits de la 
terre qui doivent I’impot. Les Anglais, qui ne rient 
guere, se sont mis a rire quand ils out appris que les 
gens d’esprit avoient propose parmi nous cette adminis- 
tration.” 

The second School of political economy, or that of 
Mr. Ricardo, rejected altogether from price or ex- 
changeable value, the part which the first School had 
made to bear tint, burthen of supporting all the socie- 
ty, not actually empl&y^d directly or indirectly in the 
cultivation oJ[ the FaneJ. The exchangeable value of 
the procfuce of the land, like the exchangeable value 
of the produce of manufacturing and commercial in- 
dustry, is according to this School, composed exclu- 
sively of the wages of the labour, and the profits of 
the stock, actually employed in producing and bringing 


^ Hume. 
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to market and as all the society was of necessity to> 
derive their incomes from this exchangeable value, 
they must all derive them in or from these wages or 
profits. Those who do not derive their incomes in the 
wages of labour or the profits of stock, actually em- 
ployed in producing and bringing to market the en- 
joyments of society, whose exchangeablcj,- value is 
composed exclusively cf these vva<res and profits, must 
necessarily deriv e their incomes fro?u one or both of 
thein^ 

But the wages of the labour employed In producing 
and bringing to market, can never for any consider- 
able time together, be more than sufficient to provide 
with the necessaries of life the labourers who receive 
them. No other income can, therefore, for any con- 
siderable time together, be paid from these wages^ 
All the incomes of the other classes of society must 
therefore be paid from profits, either in a diminu- 
tion of their profits ^ or in an increase of the wages 
and prices, which, out of their actual profts, they dis- 
tribute among the other classes of society^” 

The fi rs( School threw all the burthen of our pub- 
lic debt, our Army, Navy, Church, Jf'oor-rate, Bench, 
Bar, Physic, &c, 6cc. &c. /.pon the shoulders of a 
few land-proprietors ; and the second School has not 
only shifted off this burthen upon the shoulders of a 
few^ merchants and manufacturers, but has superad- 
ded to it that of supporting the land-proprietors 

♦ See M’CullocV* Principles of Political Economy, UtEditioi*, 
p, 26i, 37-2, 28*2. 

Kicardo, Ist Edition, p- 67, 344, 346, 349, 3o2. 
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themselves ; for if their rent forms no part of J^he 
exchangeable value of the annual returns from the 
land, they cannot be paid out of it, in the pVice. They 
must, therefore, be paid out of some one of the two 
component parts^f this exchangeable value, which 
alone this School admits ;%nd as they cannot, for any 
considerable time together, be ^aid out of the wages 
of the labour, they must be paid out of the profits of 
the stock, actually employed in producing and bring- 
ing commodi<ies to market; and out of profits they 
are accordingly made to be paid by this School. 

A man of forty crowns a year from stock, actually 
employed in producing and bringing to market the 
enjoyments of society, would be pillaged much more 
by the practical application of the theory of this 
second School, than the man of forty crowns a year 
from land actually employed to yield these enjoy- 
ments, or the materials of which they are formed, 
was in France Ky the practical application of the 
theory of the first School ; inasmuch as the incomes, 
to be paid out of profits in England, are much greater 
in proportion to the profits, than the incomes to be 
paid out of rent in France, were to the whole rent. 
It is tJbe stock acluatlij;^ employed in producing and 
bringing to market in'^v England, that the second 
School dpstirfts to pay’ all the burthens ; and this is 
not one-third of the whole stock on which profits or 
interest are paid. Our national debt is a small item 
of eight hundred millions for which interest is paid ; 
and this is employed neither in producing nor in 
bringing to market ; consequently the proprietors 
could have no share* in the honor of bearing the 
burthen. 


B 



10 


INTItODUCTIO?<r. 


An Iionesl and sensible Eiiglisli fanner and land- 
proprietor exclaimed, on the praclical applicaliou 
of the thec'ry of the first School by the Legislature of 
the lime in France. is not dillicult to conjecture 
nhat turn this policy nil! take in/France, when we 
see th(' preposterous andperiiicious doctrines of the 
CEconomistes triumphant ; when the fafsc and ab- 
surd doctrine, that all taxes ultimately fallen land, 
is recognized and admitted ; and when we know, 
that a proposition for a direct land tax of twelve 
millions sterling was received without abhor- 
rence.”* If the doctrines of Mr. Ricardo should ever 
become as triumpliaiU in England as those of jM. 
Quosnai were in France ; if it sliould l)e recognized 
and admitted, that all taxes fall nllimotel) on tlic 
profits of stock actually employed ii7 producing and 
bringing to market, and u proposition for a direct 
profit tax of forty millions a year should be as favo- 
rably received by our T legislature, aii hoiu'st English 
inanulacturer or merchant would probably express 
liimsclf ill the same terms of indignation. 

The talents and reputation of Mr. Mill and Mr. 
McCulloch seem to the theory oi* Mr. Ricardo, wliat 
those of Turgot and Miraboau to that ^)f Mr. 

Quesnai: and tlie theory o^<"-the second School to be 
as favorably received now in ♦England,.as that of the 
first was e ver in France. Mr. Ricardo proves very 
satisfactorily to hin^elf and his disciples, that all 
taxes must fall ultimately upon the profits of stock 
actually employed ^ in producing and bringing to 
market; and, therefore, proposes, that ail taxes shall 


Young's Travels iu France; vol. 1, p. 438* Cbaf, 13. 
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be imposed directly upon these profits^ in order that tlio 
miser may be made to pay in his inconne what he cartiiot 
be made to pay in his consumption,* Mr. JM’Culloch 
considers the conclusion irresistible, that all taxes 
must fall either ^n these prolits, or on the wages of 
labour actually so emplo^^ed and as they cannot for 
aiiy consMerablc time together, fall upon wages, they 
must and do all fall upon •profits but he lias 
not ventured so far as to recommend a similar con- 
solidation of the taxes. Mr. IVTill, luiwever, incon- 
sislentU, has >entLired to think that some taxes 
may ultimately fall upon rent and wages. Though 
mucli miglu b(‘ expected from their good sense and 
prudence, tliere can be little doubt, (Iiat if England 
uerenow unhappily placed in the sanu^ situation as 
Fiance uas aj (he time Arthur Young s[)ea{vs of, 
many a diseipJe of this h’ehool would he ([uile mad 
eiioifgh, to [)roj)oso consolidating ail taxes into one, 
imposed directly u])ou proiits ; and perhaps the 


Fiist Fiji (inn, p, 

I AJ Culincliis I'niinipK oi PohUtal l^conninv, p. 

I M'Cnlioclrs Pi iiu-iples oi’ I'olitical Ecm ucmuv, p. asii iind a,S7. 

IVIr. Ili' anJo soiuetimcw iidiuiLs, tlial laxpji lua)' l>e inrident upon ir tils, 
an<l J)rnpertv in the^»ul>Iic tuiuls : hut v, lit-uhe dni s so he ih iucon- 
BlstenF^\ith Itis })riiu'iples'T^^.ni coiiseqiieujl y peiplexcii and conlused. 

Mr. M’Cullocit, sajs Utictor 8milh, Ijad norlear and accurate notions 
rwepecliugJlUe u:?liire and causes ot rent ; and tlie laws wliicii govern 
the rate ol proiit : and in consequence all tliat part of his work which 
treats of the distrihiuioii of wealth,, and tlie piinciples ot" laxatiun is 
viliatfid. 

MC iiiloch, p. 55. U will by and hr appear, perhaps, that Ih^ had a ve- 
ry clear and a(j»;urate notion of lent ; auiT that he knew the laws which 
govern prolii-s niurh beuer than Mr. Uicardo, whuae whole theory ia 
I'oUijded upon false prciulsee. 


See Keview of that School. 
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country gentlemen would ^‘receive such a proposition 
witffbut abhorrence.^* 

Though it is impossible that both these theories 
should be proved to be right, it is nj^t only possible 
but very probable that both may be proved to be 
wrong ; and some other sturdy theorist majutppear to 
establish a reputation <tbr originality in proving, to a 
certain circle of disciples, that not only all the 
burthens which the Economistes imposed upon land- 
proprietors, and the Hicardians have imposed upon 
«tock-propvietors, but together with these the rents 
of the one and the profits of the other, are ultimately 
incident upon the wages of the labourers, actually 
employed in producing and bringing to market. A 
proposition to simplify our financial system, by a 
consolidation of all taxes into one directly imposed 
upon these w ages would of course follow ; and as it 
would no doubt, be received with great complacent 
cy by all land and stock -proprietors, who form a ma- 
jority in our legislative assemblies, the labourers 
would have infinitely less chance of escape from this 
School than the landlords of France had from the 
first, or the stock-proprietors of England, from the 
second. 

They are, however, in no danger from me : I shall 
endeavour to remove a part of the burthen Iroin the 
shoulders of those who have hitherto been made to 
bear it, without any attempt to transfer it to theirs ; 
and instead of endeavouring to establish a reputation 
for originality^ in fixing this burthen upon any par- 
ticular class, attempt to be useful, in making an equal 
distribution of it among the whole. My system of 
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political economy, in the branch to which it is my in- 
tention to confine it, will probably be well received, 
and found useful among plain practical statesmen ; 
but it will, perhaps, be found a good deal too simple 
for the Scliools^ To the latter 1 beg* leave to offer a 
Review of the two Theo^ries of Quesnai, and Ricar- 
do ; to die former I offer, with deference, the system 
itself, 



im:vieiw of the first schooe. 




TTiIE School of Qiiesn«ni, or tho Econoniist<“s, 
considered all taxes io be ultimately incident uj)oii 
the rent of land, or prodtat nct^ of a^^ricultural in- 
dustry; because they concluded, lliat all that portion 
of society, which is not directly or indirectly employ- 
ed in the cultivation of the land, and )>aid in tho 
washes of labour and profits of stock, so employed, 
must necessarily be paid out of the rent, or net sur- 
plus produce remaining* after tliese wag'^'s and prolits 
have been paid. All those w ho have not <lirectly or 
indirectly an independent claim upon the ^ross pro- 
duce of the land, in the wages of their labour, or the 
profits of tlieir stock, directly or^ifidiVectly empl/^yed 
in its cultivation, must dope td for their subsistence 
upon those who command themet ])rodi*ce ; or that 
portion which is over and above what is snllicieiit to 
pay these wages and profits. Whether public esta- 
blishments, and paid through the uiediuin of Govern- 
ment ; Church establiijhments, and paid immediately 
in tithes; Poor establishments, and paid through the 
medium of Parish Officers ; whether merchants, ma- 
nufacturers, tradesmen^ lawyers, artificers, physici- 
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ans, See. &c. See. no matter, as long as their labour 
or their stock was not directly or incKrectly employed 
ill (lie cultivation of the land, and their wages and 
profits were not deriv ed from that employment ; their 
incomes must Ei'cessarily, it was said, depend upon 
land rent ; and be paid|^oui of that portion of the 
price or changeable value of land produce.^" 

The labour and stock employed directly or indi- 
rectly in the cuitivation of iheland, are, it is said, the 
only species of labour and stock employed in any 
sf)c iety. tiiat yitdd any such prodnit )icl^ or surplus 
produce, for the subsistence and provision of any 
third class, whose labour and stock are not directly 
or indirectly (Muployed in it. All the labour and stock 
em])loyed in tin* other brandies of the national indus- 
try, yield merely their wages and profits, in the 
price or exchangealile value of the produce brought 
to market ; and they cannot, therefore, pay the wages 
of any ollu*r labour or the profits of any other stock. 
Such labour and stock must, consefjuently, be unpro- 
ductive of any produit net while tlie labour and 
stock employed directly or indirectly in the culti- 
vation of the land are productive of a new value, 
or ^let surplus ^jjimduce, sullicient to si^bsist and 
provide for all the 't:^thor cbfsscs of society. This 
‘^prodnit is tTlie^eiit of the land, which is added 
to the exchangeable value of the produce of agri- 
cultural industry, and paid in its price. 


* Mr. Hume rras one of the few writers w]»o denied tl»e truth of thi* 
conc:lusiou, that all taxea were ultimately inc'ideDt upon laud rent. 

See Essays, vol. 1, p. 

Sir James Stewart was another. 15. 5. V. 5, 
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But it is sufficiently obvious, that had any other 
fund or source of the absolute necessaries of life, t\\ i 
air, the rivers, or springs of a country been appro- 
priated, and limited in their capacities to supply in 
the same manner as the land, they v.ould have been 
found to yield in the price gr exchangeable value of 
their produce the same produH net as rent to their pro- 
prietors.^ '^l^hey woul’d yield a much g-reater surplus 
produce than the appropriated lands of a country ; be- 
cause all would be surplus, that was over and above 
what those employed in guarding them, required to 
breathe, and to drink ; and yet no one w ould be dis- 
posed to consider those employed in guarding a 
monopolized source of the necessaries of life, a very 
productive or useful class. 

All those not employed in guarding such mono- 
polized sources either directly or indirectly, would 
depend for subsistence upon those who commanded 
the surplus produce of air and w ater ; and yet those 
air and water proprietors would not be considered as 
a very class of society. All that they could 

exact from the people for their air and water, over and 
above w hat they required to pay the people employed 
directly or indirectly in guarding '^the monop^dy, 
would be as much an additif>ii to the price or ex- 
changeable value of air and water, as- that w hich 
the proprietors of land receive in rents, for the 
natural and unimprovejfl powers of the soil, is an 
addition to the price or exchangeable value of the 
produce of the laud. 


Tills Scliool included under the terra " eurth/’ fisheries, and mines. 
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Land, as a fund or source from which man Is s^ip- 
plied with the absolute necessaries of life, is peculiar 
only in its bcinj;^ commonly limited in its powers of 
supply within the capacitieji of the oilier funds, or 
sources on which the society, depends ; and in its 
demanding the application of labour and stock, to 
make it yield those necessaries, ^uhen the others com- 
monly do not. Rent is the necessary consequence of 
appropriation ; and appropriation is the necessary 
consequence of its limited capacity and varying' 
pouers, after society has advanced beyond the pas- 
toral state.* As society advances, or as numbers in- 
crease at any particular seat of demand, whether a 
camp, a town, a city, or a nation, recourse becomes 
necessary for supply to less fertile and more distant 
parts of this great fund ; and those parts more fertile 
and less distant liecome more and more valuable to 
their proprietors as sources of rent. 

Mr. M’Culloch has found fault with the Quarterly 
Rc \it'w for denominating the eartli a source of 
i^ealth; ’ ami says it might as well be called a source 
of pictures anJ statues, because it Jiappcncd to supply 


^ !Mr. tVrCiilloch saya P. 265, tliat Mr. Maltluis antt Mi*. West sliow- 
f*il. “ lliHt reut was not as had been roiniiipnlr supposed, a conser/uenca 
of lam! having^ been divided and become property ; but that it was ow- 
ing to its being of limited extent, and of various degrees of fertility.” 
lint wlien Doctor Sniitb says that land pay j rent according to its de- 
grees of fertility, and its distance from the seat of demand, be says the 
Fame thing. I’be rent is the consequence of appropi iation and din- 
slon; and they are the consequences of limited exleut, and degrees of 
fertility. 


c 
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the materials of which they are formed.* Most as- 
suredly might the earth be called the source of all tho 
kinds and Species, of which wealth is the genus ; pro- 
vided in the term earth be included, as they are 
commonly, the sea and the mines. What can be aflir- 
pied with truth of the genu<*, may be with truth affirm- 
ed of the species, kinds, and individuals ; and it may 
^)e truly affirmed of all the enjoyments, whose materi- 
als we derive from the earth, that the earth is their 
aource. If Mr. M’Culloch affirms, that wealth con- 
sists exclusively of exchangeable value; and that that 
labour only is productive of wealth, wliich adds to 
value in exchange, he destroys at once the foundation 
of his own theory, by which he attc*mj)ls to extend 
the limits of productive labour beyond the bounda- 
ries assigned by Doctor Smith. 1 According to his ov. n 
theory a thing may be productive of utility and 
wealth, and be termed a source of them, ihoiigh it 
add notliing directly lo the exchangeable value of 
produce. The earth may be properly termed the 
source of w ealth, tliough rent be not paid in the price 
of the commodities derived from it. 

If land, like Iht' atmosphere were unlimited in its 
powers ofsuppl\ir*g the .iecessa*:; 's of life, we r/Mjuiro 

Trlnciples of Pollhrai P.rononiy, p. l}*2. ^ 

'I’he Qjarterly Ue\ifvv liad very prn{MMiy used the term after Doc- 
tor ‘■•niith. 

See We lt]» of Nations, \ .>1. 1. p. Ill) 13. 2. /. 1. 

He descriheH the rirculaliiig capital of a u.»tl'ri to he withdrawn an- 
nually, to supply the enjoy meats and the fixed capital ; and to laca 
what is witlidiawn for that purpose, to require ritiiiiuuai suppliea fioni 
the t/iree sources ‘‘land*^. mines, and fj-siiei les.” 

8ee also Wr. lMilI,p. 285. 

t See Principles of Pulitical Economy, p. 403 to 417. 
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from it, it would, like the atmosphere, remain 
unappropriated.^ If it were limitecf in its powers of 
supply, hut those powers were precisely fhe same in 
all situations, it would become appropriated, but its 
value, as a soiirno of rent to t^ie proprietors, would 
differ only w ith the advantages or disadvantages of its 
situation with regard to the market for its produce. 
As it is not oiily limited in its pow ers of supply but 
differs in its degrees of fertility, its value to the pro- 
prietors. as a source of rent, differs not only with its 
distance from the different seats of demand for its pro- 
duce; but with the degrees of its fertility. I^ands 
at the same distance from the seat of demand, and 
t\’ith the same facilities of conveyance to it, pay a 
greater rent in proportion to their greater fertility; 
and lands ofthe* same degree of fertility, pay a greater 
rent to their proprietors, as they are nearer to the 
neat of the demand, or have greater facilities of 
conveyance to it than other lands to which the same 
Beat of demand has recourse for supply. 

Whether any rent be paid for the most distant and 
least fertile lands to which any particular scat of de<^ 
mand, at any particular time, has recourse for supply ; 
and v^hether, thcr:%’c, rent forms any component 
part of the price, oi; excJ^angcable value, of the pro- 
duce w hich ii?* brought from them, is of no importance 

♦ !\Tr. Mnlflius nays, that iiifiuite ihigdrry would the consequfDce 
of such unlimited powers. No doubt it would : for as there ifl, accoid- 
ino to bis system, a constant tendsney in ibe people, to press against 
the means of subsistence, if the powers of tlfe earth to supply tbera, were 
unlimited like the air, men would prntis Roaiiist other, till some fell 
into the sea; when there woutd be a good deal ui incoii’r euieuce as well 
among those who stood as those, who tell. 
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whatever to any thing but the Ricardo theory of pro- 
fits' and wages. 'It is abundantly manifest, that rent 
when paid by the fanner for the nearer and more fer- 
tile lands, is paid out of the price he receives for the 
produce of these lands; and that i^niust, therefore, 
form a component part of |^he price or exchangeable 
value of that produce. Whether it is or is not a part 
of the exchangeable value of the particular produce 
which is drawn from the very poorest and most distant 
land, to whicli any seat of demand has, at any particular 
time, recourse for supply, or not, it is sufficiently 
evident, that rent forms a component part of the price 
paid for the greater part of the produce derived from 
the land ; since price is the only medium through 
w hich it is paid. 

Supposing tliat man enjoyed nothing but the sim- 
ple necessaries of life, and that of all the funds or 
sources from which these necessaries are derived, 
land were the only one appropriated, there could be 
little doubt that the expense of supporting every 
man might be fairly considered as uhiiiiutely incident 
upon those who were permited to appropriate It.* 
Those who laboured, and those w ho had stock em- 
yiloycd, directly or indirectly, iintSj^cidtivation, jyould 
have an independent claim i»pon that portion of the 
annual returns, w hich they drew for their subsistence 
in wages and profits; the proprietors of the land 
would depend as much upon the application of their 
labour and stock to the soil for his rent, as they de- 
pended upon his permission to cultivate, for their 
w ages and profits. But no other part of the society 


* Exceptions sren to this ndl bj and bve. 
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could have such an independent claim upon the an- 
nual returns. They must all net^essarily depend, 
for their subsistence, upon the proprietors of the 
soil, who would command all the annual returns 
surplus to w'hatrsiu])sisted those directly or indirectly 
employed in its cullivaticai. 

Before industry extends bej^ond agriculture, those 
who depend upon the prodiiit ntfy or the surplus pro- 
duce of the landlords, for their subsistence, have 
nothing to offer as an eqirivalent but their prayers 
and their services ; and in such early stages of society, 
those who subsist upon the surplus produce are com- 
monly divided into military and church establish- 
ments. No one ran have an independent claim up- 
on the proprietor of the soil for a portion of their 
surplus produce, while no one can possibly exist with- 
out it. A portion of the society, equal to what this 
surplus will subsist, is, therefore, dependent upon 
them ; but there is almost always an authority in the 
society, even in this early stage, either self-created, 
or constituted by coimuon consent, that is y)aramoiint 
to that of the proprietors of the soil; and this autho- 
rity lias the privilege of disposing of a certain portion 
of tlys surplus produce for the common benefit of the 
whole. The Guvernuent then becomes the medium 
of distributing a certain portion of the surplus pro- 
duce, to its church, military, and other public esta- 
blishments ; and what it req^tiires for this purpose it 
levies in taxes. 

These taxes must, however, in such a state of soci- 
ety, be of necessity, incident upon the proprietors of 
th'" soil, if the soil be all private property • whethei 
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they be imposed upon the land, or fund itself ; upon 
ihe instruments i^ men and stock, employed to culti- 
vate it ; upon the produce after it comes from that 
fund, or in a capitation tax upon tliose who consume 
it, or upon the proprietors themselvoff. 

In such an early state of society, before industry 
has extended beyond tfie cultivation of the soil, and 
while llie en joyments of man are confined to the sim- 
ple necessaries of life, as the other funds or sources 
oi siihsist(Mice are left a common projicrtv, all those 
M ho subsist upon the surplus produce of agriculture, 
that is, all those not employed directly or indirectly 
in the cultivation of the land, are left dependent up- 
on the proprietors of the land, or upon that autho- 
rity which is constituted paramount to these. In the 
kingdom of Peru, wlien invaded by the Spaniards, 
the sovereign had become the niedinm of distributing 
nearly all the surplus produce of the land ; and con- 
sequently, the sole land-pi'oprietor. Pern therefore, 
exhibited a rude picture of Egvpt, Persia, India, ^ 
and China. So also did Congo, when discovered by 
the Portuguese. In the kingdom of Mexico, on the 
contrary, the surplus produce of the land "was almost' 
all distributed through the greeU^Aildal chiefs or 
territorial lords; and Mexicf/ exhibited a rude pic- 
ture of Europe, before the cstablishmeK‘t and after 
the downfall of the Roman empire. 

♦ Indin U h1m)u](I he observed was like Mexico, a feudal nation, be- 
fore the iMaliomraedons invaded it. ft was the tendenev of fheir Go- 
vernment, like that of our own. to alter this state ; and India is now 
somethini; like Peru. The feudal system of India will be considered 
in another chapter; and in the meantime I beg to refer the reader to 
Mr. Andrew Steiling’s excellent paptr upon Cuttack in the last number 
of the Asiatic Besearcbes. 
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All the annual returns from the land wli’ch is over 
and above what is sufficient, to pay the wages of the 
labour, and the profits of the stock directly or indi- 
rectly employed in its cultivation, is surplus produce ; 
and all those who are not oV have not stock so cm- 
ployed, are dependent tipon and subsisted by the 
Government and the land-proprietors. In such early 
stages of society the greater*part of the stock em- 
ployed in producing and distributing the fruits oi* the 
earth, commonly belongs to the Government or to 
the proprietors of the soil ; and, conseqiieutlv, the 
whole of the annual produce, or nearly the whole, 
that is over and above what is required to pa\ the 
wages of labour, is left at llieir dis})./.-aL The gn at 
works of Eg\[)t for irrigating the lands, and faeiJ- 
tating the distribution of the produce, were formed 
by tlie revenues of the sovereign, like the roads and 
granaries of Peru ; and the labour saved by them in 
distribution, or added by the increased powers of 
production given to the soil, augmented the nia-vs left 
at their diFyu)sal * since they conveyed to no indivi- 
dual an independent claim upon the annual returns. 

While the sovereign in such early stages of socie- 
ty, (^uminouly f^flrius out of the portion of the surplus 
produce w hich he distiibutes, all those works of great 
ajid generak utility, whicii augment the produce of 
tlie land by irrigation, and facilitate its distribution, 
in canals, roads, bridges,- <^c. th'* prop fetors 
of the land form out of that portion w Iiich ^.ney dis- 
tribute, all those of local advantage ; and commonly 
supply the moveable stock required in cultivation* 
When Pharaoh had^purchnsed all the lands of Egypt, 
his people had nothing left to sell but their ploughs, 
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and their bullocks ; and when he had purchased these 
he had nothing to pay out of all the ^ross produce of 
the land, but the wages of the cultivator.* 

Under such circumstances his settlement was ex- 
tremely liberal ; and those ivith whom it was made, 
paying only one-fifth of the produce, would soon have 
had a considerable portion of surplus at their dispo- 
sal, and become proprietors, rich in proportion to 
the extent and fertility of their estates. + But it 
must have been very unequal, as it took the same por- 
tion from all lands, without regard to the fertility ; 
and if measured in money, the same money-rent frojii 
all land without regard to their distance from the 
seat of demand for their produce. The lands of 
Egypt were, however, not perhaps very different in 
their productive powers, when all equally supplied 
with the fertilizing waters of the Nile, and the dis- 
advantages of distance from the seats of demand w ere 
diminished by the great facilities of distribution for- 
med by the sovereign.:}; 

* Sep CJpnPsi«. Clisip. 4rili. 

-j- This jiptlleinent wns intpn<te(t to be permanent : ni'l it proliably 
iftsled as lon^ as most settlements of that kinti «lo. l?o\v often have tlie 
lands of every European nation even rlian{»-^d centiiry^or tw(x. 

Sec Young's Travels in France. Yol. I.p. nrid. 

Voungratea the aced-wheat in France at 153 poiinds or 2 and ^ 
bnabela tlie acre, nearly the same as in Enoland. I’lie letunis In France 
at an average of six times the seed ; or wheat and rye IS bnsliela the acre. 

In England tlie returns are rated at an average ofR, or 24 buslida 
tbe acre. Taking in Ibe advantages of better spring corn, be cnnsideia, 
that tbe returns per acre in England are to those of France as 28 bushels, 
to IS per acre. 

In 1822 estimates furnished to Parliament gave to tbe, best lands 
under tillage in England from 3G to 40 busluds ; and to tbe worst from 
8 to 10 per acre. 
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In such early states of society tha]^ portion of j.he 
animal produce, which is required for the support of 
public establishments, is sometimes drawn and dis- 
tributed through the mediuvn of Government; and 
sometimes it is paid immediately by the land-proprie- 
tors to those establishments, which are furnished 
with an assignment upon the lands for that purpose. 
But w hether paid immediately by the land-proprie- 
tors, or through the medium of Government, is of 
little or no importance to those proprietors. It is a 
certain })ortion of the produce of the land taken from 
their disposal ; and all those subsisted upon it are a 
certain portion of the society removed from their 
command, and placed at the disposal of the sove- 
reign. All taxes, tithes, poor-rates, &c. &c. in such 
a society might, therefore, be considered as a bur- 
then upon the* land-proprietors : because they deprive 
them of the disposal of as much produce as they take, 
and of the command of as iiiaiiy people as that pro- 
duce subsists; since if no taxes, tithes, poor-rates, 
Szc. were taken, they would dispose of the whole 
of the produce, and coinmand the whole of the 
people. 

BuHf the whole of ^he people,^ or the Government 
constituted by the v\hole of the people, were to ap- 
propriate^ an^ otlier fund equally essential to their 


Sonninl rated the produce of the lanflH of Ei;;ypt at from 25 to 30 
icturnK of the seed, on an average of a whole districr. 

In India 1 rate the seed from the best of all grounds, peisonal in- 
epection and jneasuremeot, at 144 pounds of wheat per acre ; and th# 
returns at from 4 to 30, or even 40, where the lauds are irrigated, as they 
weie in Egypt. Tiie returns IVtnii the very same land uill descend 
fiom 30 to 4, as the soil becomes exbauKtcU by tillage. 

1 > 
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subsistence, thesy would thereby reduce landlords to 
a state of mutual dependence. The society would 
depend updn the proprietors of such a fund for that 
portion of their subsistence which they required from 
it; either directly, or indirectly, throug^h the medium 
of the Government; just ir the same manner as they 
depend directly or indirectly upon land-proprietors, 
for that portion of their subsistence which they re- 
quire from the soil. The land is more commonly ap- 
propriated than any other fund or source of the ne- 
cessaries of life, because it is more adapted to appro- 
priation ; and it pays a rent to individuals, because 
individuals appropriate it. 

Among nations in the pastoral state, or those which 
have made but little advances in the agricultural, all 
the funds of the absolute necessaries of life are gene- 
rally considered a common or public property; and 
in such states men are cominoiily found as jealous of 
their right, to draw from them what their wants or 
their convenience requires, as in a more adtanced 
state they are of their private and exclusive rights in 
them. Thus among the Arabs, before their conquests 
extended over the more advanced nations of the Ro- 
man and Persian empires, all^tjueste funds we^e de- 
clared, as well by llieir new legislator, as by their an- 
cient laws, to be a common and public pr operty ; the 
pasture lands, and salt-pits, no less than the sea, the 
air, the rivers, and the.lakes and it was considered 
criminal in a prince or chief of a tribe, to have an 
exclusive pasture nieadow, even in the vicinity of 
his dwelling. It was urged as a reproach against 


* MUcaUttl-Mofabib^ B. 6. /. 7. B. IS, /. 15. 
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Olhman, the third sovereign in succeislon to Mahom* 
mudythat he had given to a favorite the spoils daetothe 
soldiers, and appropriated to himself pasture lands, 
which ought according to the laws, all to be left 
a common and |)ublic property.* 

Among them, as among the ancient Germans, the 
investment of property and labour in fixed stock, 
such as a dwelling house or wall-enclosure, gave an 
exclusive right of property in small spaces of land, 
either by coininon consent, or by recognized autho- 
rity -jt but all the rest was left a common property. 
But as those people, the Arabs and the Germans, 
extended their conquests over countries more ad- 
vanced, w hose population was more dense, and whose 
industry was piore extended, the funds whose boun- 
daries were determinable, and whose powers of sup- 
ply were limited, became a private property among 
them as they had been among the vanquished people. 
The little enclosures of the Arabs, like the Salbacs 
of the Germans, sw'^elled into large estates ofal- 
lodeal property. Lands, salt-pits, mines, and springs, 
all became private property ; and the codes of the 

;f # 1 

Si‘0 Abul Peda’a Anjjals. 

• •[ rius little ciicioaure wrfs an invtulahle property amonjy (he Araha, 
aa tlie Germ.^na. They were the ialic lanila of the Germann. 

Vicoa iocant. non in iioatrum iiiorein (oniiexia and cohaercuiihua aedi- 
stiatii qtiifiqne doinuoi apatio eircumdal."' 

'J’acitus de Mor, Otfim- 

See Eaprit dea loix, U. IS, /. 22: ^ 

Theae amHlI encloaurea were deDominatefl by the Germana iu their 
naiire uilda Salh-ica, fioin Sal t, a lionae. 

See l^uihera Gei'inan Empire.— Uiackitone’a Commeutariest. 
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barbarians, like those of the Romans, left only, as 
res communes,!’ the air, the flowins^ waters, the sea, 
and the shore as far as the winter waves might 
reach. 


Springs, and streams, of pure and wholesome wa- 
ter have been appropriated while land has been 
left a common property .t It may, says Hume, 
happen in some countries at some periods, that 
there be established a property in ^vater, none in 
land ; if the latter be in greater abundance than 
can be used by the inhabitants, and the former 
be found with difficulty and in very small quan- 
tities.’':}: In Eiigland and other countries, where 
men may draw to an unlimited extent for pure wa- 
ter, no man derives much value from or attributes 
much to a spring ; but in other parts of the world the 
proprietor of a spring of wliolesonie water has been 
found to have the most valuable species of property 
in the country. § In such places water, always valu- 
able in use, may become extremely valuable in ex- 
change ; and the price paid for it, like that paid in 
other countries for land produce, will, over and 
above the expenses incurred in bringing it to market, 

•* Eleinenta Juris civilis, Lib. 2. Til. 1st. 

f Perhaps a spring of good water discovered in the Island of Ber- 
muda would be more valuable to a projxrietor than » large estate ,in 
land. 

J Essays, vol. 2d. p. 217. 

^ In Piedmont and ibe Milanese be who discovers a new spring is at 
liberty to conduct tiie waters to what lauds be pleases, paying a fixed 
compeusation for cutting tbrdugh the properties of others ; and in these 
and other states of Italy, the sovereign is the proprietor of all the rivers. 

Young’s Travels in France and Ilalj, vol. 2. p. 177. 
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in the wages of labour and the profits pf stock, yield 
a rent to the proprietor. 

The two springs which furnished the ancient city 
of Palmyra wiili the only pAre and wholesome w a- 
ter to be found in that arid Aaste, in w hich it was 
situated,^ were no doubt, if appropriated, the most 
valuable property that a citizen possessed or could 
possess. Indeed a very ingenious traveller, while 
he justly attributes the w^ealth of that state to the 
situation of the city, as an entrepot for the Indian 
trade, considers that this situation was rendered 
available only by these two springs. Les deux 
sources d’eau douce qiie son sol posscde, furcnt sur- 
tout an attrait puissant d’habitatiori dans ce desert 
aride ot sec par, tout ailleurs.f 

The value of such a spring is proverbial in some 
parts of the east and w^e find a female relative of 
the Khalil Maweeut, borrowing a thousand dinars 
from that sovereign to purchase one. By the code of 
Zoroaster, a criminal might expiate his crime by 


* Wood says these little streams once so valuable are now entire- 
ly negl<-cted. The wajj^r appeared tu him to be warm and sulpliuii- 
Dus ; hut the people still considered it agreeable and salubrious. By 
an inscription upon an allarvtbey learnt, that the care of them was en- 
tru8<^d to olHcers fleeted for tlie purpose. 1 hey bad been conducted 
tljrougb the city by works under ground, which were repaiied by Jusli- 
uian for the lleman Garrison, but are now* neglected. 

'j' Volueys Travels in Syria, chap. 30. 

t 4 ^ /t* 

A proj^erfy. ** Fou» muriyiuraof in terra molli." Abul Feda’s An- 
nals, vol. 1, p. 380. • 
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giving to an li^'nest man streams of flowing water of 
a ‘determinate feize, and depth ;* and the rivers and 
streams of modern Italy, available for purposes of 
irrigation, are appropriated by the sovereign or by 
individuals ; as were 'those of ancient Egypt and 
Persia. We are told by Polybius, that the Per- 
sians gave to those who conducted a stream of 
water to lands that* had not before been irrigated, 
the free inheritance of the soil so watered by them, 
for five generations; and that the people were thus 
stimulated to bring water from the distant mountains 
by subterranean channels, totally unknown in his 
day, even to those who still enjoyed the advantages 
of the waters. + By these springs and streams the 
powers of the earth were made available ; and a drea- 
ry arid waste converted into a fruitful and populous 
country. 

Had these springs been, as no doubt many of them 
were, conducted by people who had no right of pro- 
perty in the soil they irrigated, they would necessa- 
rily have given to their proprietors an independent 
claim of no small magnitude upon the annual re- 
turns from the land, whose powers of fertility they 
developed and improved, or alone made available in 
tillage; and the incomes derived by the proprietors 
w ould have been an independent claim., upon the pro- 

♦ M. de Pastoret.p, 83. . 

f See General Book 10, 

Montesquieu quotes tliis passage from Pnlvbius, as importin.r, 
tliat the Persian sovereigns gave the benefit or the monopoly of ihs 
•prin-s, instead of the iuheritancf of the land. 

Espiit des luix, B. 8. /. 7. 
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duce of the land.* Had they of those 

streams after conducting them to the lands, to the 
sovereign, for an annuity, to be paid by a tax upon 
the lands; they could with as little justice be considcr- 
ed as a biuihcH upon the land-proprietors; and if 
Government had taxed the anuuiti. s it gave to the 
proprietors of the springs, that tax could not have 
been incident upon the rent of the land-proprietors. 
The claim of the proprietors of spring? upon the 
lands tliey enriched with their waters, either imme- 
diately or throng!i tlie medium of the Government, 
would have been independent of the proprietors; and 
a lax upon it would have been a tax upon an inde- 
pendent income. 

Other men rntglit, even in this early stage of socie- 
ty, in which 1 have supposv**d Industry to be confined 
to (he cultivation of the laud, and the distribution of 
its produce; and the enjoyments of man to the fruits, 
of the earth in their rude state, acquire an indepen- 
dent claim upon the annual returns f om the land, 
by the formation of great and useful works, to facili- 
tate the distribution. Some might form navigable 
canals, others build bridges, oihe^rs form roads. The 
claims^ acquired^ by the formation of these works, 
would be enforced through the* medium of a du*y, 
imposed iipoa the pfodwee distributed by their nn ; 
and as tliis claim would be independent, a tax impos- 
ed upon the income derived fn^ in the duty, would be 
a tax incident upon an independent income. 


♦ 'I'lir* rnllivatora of ihe land in Persia nlio l.are more ilian 

tliey require, dispose of it to^great adviiuta^c.” ^cott Waiiu^'s 'l our 
to Siiecraz. 
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Works for irl^igation increase the quantity of the 
necessaries of life, derived from the land ; and as 
there is always a tendency in population to augment 
in proportion as these necessaries increase, they in- 
crease the number of people. But more are not re- 
quired, in proportion to this increase, to apply their 
powers as instruments in the cultivation of the soil ; 
as the water conveyed in such works, act as a power- 
ful instrument in improving and developing the na- 
tural powers of soils already in tillage ; and in ren- 
dering available the natural powers of such as were 
before uncultivable. More men may be employed in 
cultivation after such useful works are formed ; but 
the increase of produce and of the people subs sted 
upon it is in much greater proportion. More men 
are therefore left at the disposal of some one ; and 
they can be at the disposal of only three. The sove- 
reign, the proprietor of the lands, or those who form 
these works. The last claims their services, and the 
subsistence they require ; and his claim must be re- 
cognized as just and independent. He enforces his 
claim upon the annual returns through the medium 
of a duty upon the water, as it passes to the lands, 
or upon the lands as they are irrigated by it ; and a 
tax imposed upon his income, would be a tax upon 
an independent income.* 


^ ** Water gives many otlirr tbiiiga besides humidity ; it manurrs, 
cunsolidates, aud deepens the staple or surface mould, and guards 
against mid ; effects as obvious in a northern as a sutitberii climate. Hut 
under a Lot sun, and in a dry climate, sandy or stony soils yield, 
comparatively speaking, nothing ; but when watered they become clolli- 
od with the richest verdure, and yield the finest crops.” 

Arthur Voung’a Travels ia France, vol. 1. p. 3S!2. 
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Works for facilitating tlie distribution of produce 
do not directly or necesssarily augment the annual 
returns from the soil ; and consequently So not ne- 
cessarily augment the population. But of the actual 
population they render the application of less num- 
bers necessary, as instriiments for Uie distribution of 
the actual produce. The numbers relieved from this 
duty or employment, are at the^service of some one or 
other of those who command the surplus produce ; 
who in such a state of socic^ty are the sovereign, the 
land-proprietors, the proprietors of works for irriga- 
tion, and those by whom the works for distribution 
are formed. The last of these has, unquestionably, a 
just and independent claim upon their services ; and 
the subsistence required for their support. It is by 
him that their iwdustry, as an instrument, has been set 
free from the employment of distribution ; and to the 
labour set free by him he has the most just and inde- 
pendent claim. This claim he enforces by a duty ; 
and a tax imposed upon tlie income derived from this 
duty, would be a tax upon an independent income, 
and not of necessity incident upon land-proprietors. 

It will be useful here to remark, though the subject 
will be treated njore at large in another part of the 
work, that the labourc^rs set fre^ from the employ- 
ment of distrijbution* apd those added to the mass of 
the peopK? by works for irrigation, without being re- 
quired in tillage, have no independent claim upon 
w^hat they require for subsistence from the land. 
They require for subsistence the simple necessaries 
of life from those who command the surplus pro- 
duce ; and in return they offer their services. But 
they have nothing else to offer; and if those who 

E 
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corrmand the s^irplus produce will not accept and 
employ them, they must beg, rob, or starve. Surplus 
produce for their subsistence may be abundant, but 
if those who command it will not give it without an 
equivalent different from that which alone they can 
offer, the use of their physical and mental powers, 
they may starve. ♦ 

All the claims I have supposed to be acquired by 
the formation of works for irrigation and distribution 
in this state of society, are manifestly independent ; 
and cannot be considered as a burthen upon the pro- 
prietors of the soil; nor could a tax imposed upon 
the incomes arising from them be considered as so 
incident. This tax would be the medium oftaking 
from those by whom the w orks were formed, a cer- 
tain number of the people, whose services and sub- 
sistence these works gave them, and placing them at 
the disposal of the sovereign, for public purposes. 

All such claims might be transferred to the Go- 
vernment for equivalent annuities, to be paid out of 
taxes, imposed in the same manner as the private 
duties had been ; but such taxes could not justly be 
considered as a burthen incident upon the v'mis of 
the landlord. 


^ In India this reasoiiinj' will be fornij of vast practical impor- 
tance, because sucli works aitS for the most part forined either by the 
tand-proprietors themselves, or by people who found no claim up(»u 
them. If those on whom they are left to depend will not employ them 
honestly, they must suhsisPby dishonest means. 

This subject will be treated in another place. 

See MalthuB on Political Economy, p. 511 477. ^ 
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But if in this early stage of societ]^)^ land-proprie- 
tors should themselves form and maintain all tlifese 
works, to increase produce and facilitate its distri- 
bution ; and the earth should remain the only fund 
or source of the necessaries of life appropriated, no 
independent claims upon |hem 'could be acquired by 
any other class ; and the whole society must remain 
dependent upon them for an indispensible part of their 
subsistence. ♦ This dependence, howevtu’, would be 
merely the consequence ofapproptiation, which would 
be the consequence of the limited extent and powers 
of the fund : and the same consequence would follow 
the appropriation of any other fund or source of the 
necessaries of life: air, water, &c. The German 
Prince, who monopolized his atmosphere, by imposing 
a tax on breatjiing in it, reduced his people to as com- 
plete a dependence upon him, as the Peruvian, In- 
dian, or Egyptian Prince, who monopolized his land. 

It would be great folly to suppose, that an atmos- 
phere was more productive of the necessaries we re- 
quire from it, because it happened to be appropria- 
ted, and*lhere])y to yield or produce a value in ex- 
change ; and it would be equally so, to suppose, 
that a Government which monopolized the sea, and 
added* the profits of the monopoly to the exchangea- 
ble value of the j^lt and fish it produced, rendered 
that se«*l more productive of these necessaries than 
anv other sea. It would be no less folly to suppose, 
that the labour employed in guarding the monopo- 


^ I sliajl hnve occasion to refer to thts conclusion in a ?u>>H-qucnt 
chapter; nn-J it wiH be found of great practical importance in our lii- 
oliau adininistration. 



36 


HETIEW OF THE FIRST SCHOOL. 


Ijzed atmosphere and sea, or the labour and the stock 
employed in makin<^ salt and taking* fish in such a 
sea, was more productive of necessaries and enjoy- 
ments than any other. The stock and the labour 
employed in taking fish and manufacturing salt in the 
unappropriated sea, woulcl^ be just as productive of 
fish and salt as those employed in the appropriated 
sea; but the latter would produce a value in ex- 
change which the former would not ; and this value 
would be paid in the price. 


The labour and the stock employed in a monopo- 
lized sea, produces what the labour and stock in an 
unappropriated sea does not, a value in exchange, 
added to the produce; which value must be paid in 
the price ; but this labour and stock do not thereby 
produce more of the necessaries and enjoyments, or 
fish and salt, derived from the fund ; nor do they add 
any thing to their utility, or value in use. They ex- 
change for more, but the fish and salt do not fur- 
nish more subsistence or enjo\ment to those who 
consume them, than the fish and salt of any other sea. 

The powers of nature could not be altered by the 
mere act of appropriation : the atmosphere left free 
would contain as much vital air as the atmosphere 
monopolized by the imposition of a tax. The sea 
left free would yield just as much fish and salt as 
the sea appropriated. Appropriation, monopolies, 
taxes, and duties, all add to value in exchange, and 
to price ; but they are neither of them considered to 
be very efficient instruments in adding to the quantity 
of our necessaries and enjoyments, or to their utility 
or value in use! They neither of them augment 
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the powers and efficiency of the fifnds and instru* 
ments to which they are applied, nor do they add to 
the quantity or utility of the enjoyments* or neces- 
saries upon which they are imposed. Still they pro- 
duce a value in exchange, which is added to the 
price, over and above what is required, to pay the 
wages of the labour and the profits of stock actually 
employed in producing and briiiging these necessaries 
rind enjoyments to market. They are therefore pro- 
ductive in this sense ; and in this sense the tax ga- 
therer is as productive as the monopolist ; and the 
monopolist as the landlord. 

It was in this sense that the ecortof/iisfes made agri- 
cultural labotir the only productive labour ; but in 
this they w'ere* not correct, because tax gatherers, 
monopolists, and patentees, were equally productive. 
It w^as in this sense that Doctor Smith, admitted 
agricultural labour to be more productive than that of 
manufactures and commerce. They were more pro- 
ductive of value in exchange and value in exchange 
w'iis >vealth; they were, therefore, more productive of 
wealth. The value in exchange of any thing is what 
that thing w ill purchase or command ; and that labour 
was productive ^yhich could add any thing of this value 
to the object upon which employed. The labour em- 
ployed in prc^ducing*and bringing to market from a fund 
that paid rent, taxes, tithes, poor-rates, other things 
equal, would give more of thij^ value to the object up- 
on which employed, than the labour employed in pro- 
ducing and bringing to market from a fund that paid 
neither ; because they would enter into the price or 
exchangeable value of the produce of the one, and 
not into tliat>>f the other. In this sense the labour 
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and stock employed in producing and bringing to 
any particular seat of demand, the produce of nearer 
and moreYertile lands, will be more productive than 
that employed in producing and bringingto the same 
seat of demand, the produce of moreTlistant and less 
fertile land ; because, while the price is the same, 
a greater portion of that price goes to rent, or pro- 
dint net. The same may be said of appropriated 
mines, fisheries, &c. &c. as the rent of all appropri- 
ated funds is regulated by the same principles. 

That the taxes and profits of monopoly enter into 
the price or exchangeable value of our manufactured 
enjoyments, and foreign luxuries, can hardly be dis- 
puted, except by a few closet reasoners, to establish 
a favorite conclusion; and that the labour and stock 
employed in preparing and bringing them to market 
must, therefore, reproduce a value in exchange equal 
to those taxes and profits, over and above Ih^^ wages 
of that labour and the profits of that stock, must 
follow as a necessary consequence. Labourers 
and la])oitririg cattle employed in agriculture, not 
only occasif)!!, like the M^orkmcn in manufactures, 
the reproduction of a value equal to their own cou- 
sumption, or to (he capital which employs them, 
together with its‘ owner’s profits, but of a much 
greater value. Over and rhove the capital of the 
former and all its profits they regularly ' occasion 
the reproduction of ,^he rent of the landlord. This 
rent may be considered as the produce of those 
powers of nature which the landlords lend to tlie 
farmers.”^ 


* WfialtU of NaUcn*> B. 'i, 1. 5. toI. 3, 'p. 53. 
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In the same sense the taxes upoA manufactures 
maybe considered as the produce of those povvers*of 
nature which Govornments lend to the„ manufac- 
turer ; and the profits upon the monopolies of salt, 
as the produce pf those powers of nature in the sea 
which Governments Icnd^ to tlie salt-makers. The 
powers of the funds and instruments to produce these 
things, arc not increased by the tnxes and monopolies ; 
nor are their qualities in use and enjoyment improved ; 
but their exchangeable value is augmented, and their 
price increased, '^fhe errors arise from changing the 
sense in which the terms are used without changing 
the terms themselves ; and affirming of the term in one 
sense, what can be with truth affirmed of it only in 
another. This is the great source of error and 
perplexity in t^his science ; and its practical impor- 
tance has thereby been almost entirely destroyed of 
late years** 

* I'lie term capital, iu the Sud chapter, will be show u to ho more’ 
pvminclive of error than the term value. 

The term value is used by Doctor Smith, in lour senaea • 

}nt . — V nine ill u.‘^e 
"?d. — Value iu ♦'xeiian^'e 
3(1. — Value in esteem. 

4th. — Real value. 

I( is only when he^uses the term without ihf* adjective, tlmt he can 
be misunderstood. Do says water is »*xtiei;>vly valuahle in usf*,hut h.’s 
no value in exchange. Diaiuoud has much value in exchange, hut 
verw little in uself 

Wealth of Nations, vol. 1, p. 42. 

An old and laiihful Horse or Dog ma^ be ferj valuable in esteem, 
but have neither value in use nor exchange. 

Mr. \rCulloch conlouuds value in use and value in exchange through- 
out his book ; and I believe intends that Jhey shall be understoodto 
mean the same thing. This is to be regretted, as it leads to contusion, 
embarrassment, and error; for by confounding them iu hl.s ow'n writ- 
ings he does net aj^ays perceive their distinction in those ot others. 
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Mr. Maltliu^ has fallen into the same error of 
supposing, that agricultural labour is more produc* 
tive of what we require from it for our use and en- 
joyment than any other species of labour, because it 
affords a rent to the landlord ; and that its capacity 
to pay this rent musfc be chiefly or solely attributed 
tosoiiie peculiar powers in the soil, the gifts of nature 
to man. These peculiar powers in the soil, which 
enable it to maintain more persons than are employ* 
ed to work it, are, he supposes the source of rent : and 
other things do not pay rent, because they have not 
these peculiar powers. But the other funds or 
sources of our subsistence and enjoyments have the 
same powers : the springs and rivers supply with 
water more men than are employed upon them : the 
sea and salt-pits supply more men with that essential 
article than are employed to manufacture it. Do one 
nation’s atmosphere and sea supply niSre vital air and 
salt than those of another, because they happen to be 
appropriated or monopolized? Are not tlie sea and the 
atmosphere of a prince, who is graciously pleased to 
leave them free to his subjects, as replete with the 
pow ers of supplying us with air to breath, and salt 
to use, as those of another, w ho is graciously pleas- 
ed to monopolize or appropriate them? Mr. Malthus 
is one of the most amiable men and candid wrfiers of 
his age ; and 1 should be very sorry to misunder- 
stand him.* 


Tins subject will lie treated laore fully in the Review of the Second 
School. 

4th Real value of course n^eans the quantity of labour invested iu a 
thing. 

♦ See Principles of Political Economy, r. 140, 14*i, 149, 151, 2:27 
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Whenever any fund or source from which we de- 
rive the necessaries of life, or its enjoyments, is ap- 
propriated, w hether the earth, the mines, Hie springs, 
salt-pits, sea, or air, they must pay a rent, or the 
property is unprofitable to the proprietor ; and this 
rent, or w hatever other denomination we may choose 
to give it, must be paid in the price of the necessaries 
or enjoy nients Ave derive from it. Among nations on 
their first emerging from tlieir pastoral and wander- 
ing state, land liecomes appropriated and made to 
pay a rent in some form or another. ^^Men” as Doc- 
tor Johnson has observed, if they are not social 

are at least gregarious and when they cease to 
w ander over the unappropriated Avaste, their encamp- 
ments, their villages, their toAvns, and their cities, 
b(3Coine seats demand for tlie produce of lands 
beyond their i immediate vicinity. 

The lands in the immediate vicinity become more 
valuable to their proprietors as sources of rent, in 
proportion to their fertility ; and those more re- 
mote become more valuable as still more distant are 
had recourse to for supply. Land of the same degree 
of fertility Avill give, as surplus produce or rent to 
the proprietor, tkesaine portion of the annual returns 
from the labour and stock applied to their cultivation ; 
bukthe price^of the returns from all being the same 
in the same seat of the demand, and this price in- 
creasing as more and more klistant lands are Jiad 
recourseto for supply, and greater costs are incurred 
in bringing that supply to market, more and more 
rents are paid to the proprietors of the nearer lands. 
As recourse is had to more distant lands, those less 
fertile but .-,m^rer to the seat of the demand are 

F 
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brought into tillage ; and poor lands in llie vicinity 
pa5 as much rent to their proprietors, as the richest 
lauds at a%distance. 

Every seal of demand, when it becomes fixed, must 
from its earliest establishii\ent have recourse to more 
dUtaiit and less fertile lands, as its population and 
demand increases ; dnd as it docs so, the price of pro- 
duce increases ; a nd with this increase the rents of the 
proprietoris of the nearer and more fertile lands aug- 
iiumt. It lias been said ^Hluit in New Holland, 
where there is an ample supply of fertile and tin- 
appro|)riate;l lands, it is certain that nn;il the best 
lands are ail cullivatcd rent will never be heard 
of/’^ But what is here assumed as certain wiM, 
1 hidieve, be found contrary to tlio tact: and that 
rents are now^ {)aid for very poor lands near the dif- 
ferent establishments or scats of derflind, w hile much 
1 ery rich land at a distance from them remains waste 
and unappropriated. 

On the first establishment of such seats of demand, 
other things equal, the most fertile parts are coin- 
luonly selected; and the most fertile portions of 
these parts are first appropriated, fither by common 
consent or ))y recognized authority ; but as these 
seats augment in population fccdurse bpcomos neces- 
sary to more distant and less fertile. Th6 costs of 
supply from the pooijest and most distant, to which 
recourse is at any time had for supply, must be paid 
in the price of the produce brought to these scats; 

* M’Ciillocli’s rrifii i|>les of rolltical Ecoiiomv. p 2S3. 
a ]>e autlioij 1 hf-lif-vf, inipiiilii to be i|iiue] ntood to mean by iht best 
tbe inusi leitile iuuiii. It is iu this tseitse 1 UDdcijN.,''4 buu. 
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and tho produce of those less distant a?nd more fertile* 
sellings at tlie same rate^ they pay a g*reater and a- 
greater rent. Seeing that land thus alnufst univer- 
sally paid a rent in some shape or other, people were 
led to believe, <hat it could arise only from some 
powers peculiar to the soi4 ; that these powers alone 
could enable it to yield to the stock and labour ap- 
plied to its cultivation, tliis new value in exchange, 
the source of ihe iccalih of cverjj nation. 

It is,” says Doctor Smith, the produce of the 
land wliich draws the fish from the waters ; and it 
is tive produce of the surface of the earth wliich 
extracts its minerals from its bowels.” But the 
surface of the eartli is scarcely less dependent upon 
the waters and* the mines, than the naters and tiie 
mines are upon Uio surface of the earth. Without the 
waters of the T^c what would the lands of Egvj't 
have yielded to the Pharaohs, and the Ptolemies ; 
and without the rains from the clouds and the mculs 
from lIiG mine what would the soil of England now 
yield to us; and without the atmosphere and the 
source of light, what would llie sui face of the earth 
)ield to the labours of man in any part of the world ; 
or in wjiat part ^f the w'orld could he labour? 

All the fiiiids or so<irccs of subsistence are alike 
essential to man ; and he could no more live without 
air, water, and salt, than without corn, herbs, and 
cattle. Jjimits placed to llie pow ers of supplying 
what we require from any one of them, must neces- 
sarily limit the increase of those w ho depend upon it 
for their supply. Confine a man in a space that will 
contain resppiablc air enough for only ten days, and 
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five himayear^ supply of land produce, he will only 
live ten days. Give him water enoiio-h to support 
him only tOn days, and furnish him with air and coni 
enough for ten months, he will live only ten days. 

Land is not more necessary to man because it liap- 
pens to he limited in its powers of fertility, and ex- 
tent of surface ; they are all equally necessary to our 
well bring; but land being commonly limited in its 
powers Oi'snp[)ly within the capacities of the other 
funds, and being more adapted to appropriation, it is 
more coininonly appropriated. 

Letiis suppose that the powers of springs to sup- 
ply water were limited in the same manner : that the 
ancient city of Palmyra, for instance, had in its cen- 
tre one spring, wliich in an earl y^tage of its rise, 
supplied water sufficient for the people ; that at a 
distance of ten miles from the city another was to be 
found, capable of supplying precisely the same (juan- 
tity of water of the same quality ; and that at every 
stage of ten miles, between that city and the Eu- 
phrates, a similar ‘spring was available. When by 
the increase of population, the central spring should 
have been found incapable of supplying the demand 
for ivater, recourse would of course have been had 
to that situated at ten miles (distance ; and the pr^ce 
of water in the city being at least equal to the costs 
of conveying this water ten miles, the proprietor of 
the central spring would receive a rent equal to the 
cost of bringing as much water as his spring would 
supply, ten miles. If this spring at ten miles distance 
from the city had before paid a ^ent to its proprietor, 
being available there for the purpose ot w.'tering cat- 
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tlo, irrigatinj^ lands, &c. &c. tins rc^it he would of 
course have when converted to the purpose of supply- 
ing water to the people of the city, or ho ^vould not 
allow it to be so converted. This rent would be ad- 
ded to tlie cosis.or the supply, and paid in the price 
by those who used or e^jjoYccf the waiter ; and the 
spring in the city would pay a rent equal to this, over 
and above the sum equal to the^cost of conveyance. 

As the population increased recourse would be 
had to the springs situated at the more distant stages ; 
and the rent of those nearer would increase in pro- 
portion to the increased costs of conveyance to the 
great seat of demand ; till they approached the bank of 
the Euphrates, whose powers of supply being unli- 
mited, would rtuulcr a recourse to a more distant 
fund or source ^of supply unnecessary. 'I'he Cvjsts of 
siipplsing* this water from the most distant springs 
to which recourse became from time to time necessary, 
must have been paid in the price ; and as these costs 
increased the ;• rice of water must have increased. As 
in all other things, (he increasing demand would 
cause the increased supply through the medium of 
ail increased price ; and the increase of price would 
have pi^eceded the recourse to more distant springs, 
and increased costs of supply. The demand regu- 
lates the distance to which recoiu*se shall be had for 
supply ; and effects the supply through the mediuiu 
of an increased price. But no increase of costs in 
the supply of water from the nearer springs would 
take place; and their rents would increase with the 
increase of price. Rent might or might not form a 
component part of the price of the water from the 
most distaipt^'^prings, as they were or were not avail- 
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able and profitable in other purposes ; b\it it would 
necessarily form a part of iliat broM<;ht to tlie seat 
of the demand from the nearer. The prodiietivo 
powers of these springs would not, however, he in- 
creased. The same quantity of water, of > he same 
precise quality, and therefore value in nse, would be 
Melded by tiieni ; but its value in exchani*e and price 
would be increased, and the rent of the proprietors 
would increase in proportion. 

Let us further suppose, that there Iind been in the 
vicinity of tlie city another sprini^, u hich, }>v di«*»'ing’ 
to a considerable depth, nii«^ht have been made to siif)- 
ply as much water a? the central sprin;; supplied 
without any digiyinj^ at all. If the costs of (lip:iring* 
and maintaining’ the well wore loss ’than those of 
briniring the water ten miles, when recourse became 
necessary to a second spring, and the necessity be- 
came indicated by the rise of price, it would be had 
to this deeper one near tlie city, before it would bo 
had to the open one at the distance of ten miles. 
As long as recourse is necessary to nujre deep and 
distant springs, the price will necessarily increase, 
so as to pay the costs of bringing the supplier to the 
scat of the demand; and as (his price inoreasc.s those 
less deep and nearer become more and more Aalua- 
ble, and pay a higher rent to Oioir proprietors, llpnt 
might or might not be paid for the deepest and most 
distant, to wdiich that ^eat had recourse at any parti- 
cular time; and might or might not form a compo- 
nent part of the price of the water derived from them ; 

I 

but it would necessarily be paid for the nearer and 
less deep, and form part of the price paid for the 
waters derived from them. 
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Tims all tlic principles vvliich rf^^ulale the va- 
lue of lands to (heir proprietors, as a fund for sup- 
pl\ii;^^ man wiili the necessaries of life and* the mate- 
rials of his mor(^ refnu d en jo) nu^nts, may be applied 
to afiv otheiTuud, on nhich Im is equally dependent; 
pio\ided its poAWMs be limitf‘d in tlie same n>anner. 
I^and is net (lie only fund that reqtiiros the applica- 
tion nl’ ^lork, and labrnr (oir.ake if \ield those things 
Mhicli <'■ r Mantsdennnmi lit in it. f-alt isdraivn from 
tl'.e the ia\es and the t)iily by the application 

of labour and Ntt>ek : metals a;e dra\An from the 
mines, and ihe li^h from the Atat^vs by the same ap- 
plication. 

In tlie early of society, before industry has 

extended b^vofid tlie cultivation of the land, seats of 
great demand are not formed by those Avho have the 
fruits of their oavu labours, in arts and man u fact tires, 
to (►ffer as ('qnivalents in exchungi^ for those of agri- 
culture. They are formed by tliose who, as proprie- 
tors of (Ik* soil, command its surpl us produce in rents ; 
or, as the o(hr<'rs of an authoi ity paramount to that 
of the proprietor^, command the Allude or a part of 
tliat surplu'. produce, in taxes ; and of those \a ho de- 
pend upon theiu for hat they require of this surplus 
produce for sul)sistenc(‘. It depends upon those Avho 
command i1m‘ surplus •j^roduce, and the services, or 
mental and ph\sical poAvers of those subsisted upon it, 
XAhether they are nsefiillv, ^iselessly, or mischiev- 
ou'^ly employed. Idiey command tlie necessaries of 
life, and the serv ices of those avIio depend upon them 
for sub'^istence ; and if they do not employ them use- 
fully the fault is theirs. INIaii is an instrument whoso 
mental and physical powers may, iii the rudest state 
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of society, be ntade to contribute to the security, com- 
fort, and happiness of his feliou -creatures ; and these 
powers aiTi alnays at the disposal of those on whom 
he depends for subsistence. Subsistence, in this 
early staeo, is tlio only spec;es of stock necessary to 
his (‘Ifn irnt employment ; ond whether this be given 
to him as rnpifa!^ w ith a \ ioiv to a return of profit, to 
the individual who gi\os it ; or as revenue, with the 
view of benefitling society by his labours upon some 
great and useful work, he is equally employed.* 

Tn Peru there was but one great city ; not, as 
Doctor Robertson supposes, because industry had 
not extended to manufactures and commerce, but 
because the whole of tlie surplus produce of the earth 
w as distributed through the medium of the sovereign, 
and all the great public establishments of the Ein[)ire, 
to whom that surplus was dis(rih?itcd, were concen- 
trated at the capital or seat of his residence. In 
Mexico there were thirty cities, not because industry 


* K ]ias been saiti that t]»#" einplojin^nt of tiif pronle upon 

the accinndlHtion ot’caplial. Hut ll’hy capital ia mraut. as I)orti>r Siniih 
mnaiiH l)\ it, tiie pioduce oi iiiilustry enipUned wiili a view to iuiiitiuu- 
h 1 pH'fit, llic coiiflurltm is not ju-a. 

Borii lJ«*cl()r Siuiih Ril l All. ArCu]l(»rli say (liat their cn^plorment 
^rpenils upon floating rapita] only ; ninl of flitating’ capita), upon that 
part only, uiilcli ennsists of food, tuolr:^ and cloathinb*> Thia reduces 
the teriuH of iheir propositions to a tangible f.]iape ; hut (lie sf^nse of 
the term is oft^’n clianged in every page and every ptoposiiion, without 
any cliang#* in the word rnylta^ lUr. M Ciilloch juakes rinpioynient 
<3epeud upon food and clothing, whether they he einploxed with a \iev 7 
to profit or not. 7'hen pray how can he say, that tliree niiliioiis a year 
are sent, in food and clouthing, from Ireland, to pay ahseiiteea, and 
alili deny, that any part of the piodace, ou which the employ meut of la- 
bour ilependn, is sent out of Iieland ? ^ 

Of ihii i shall treat more by aud bye. 
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had been more extended, but because there were 
thirty great territorial proprietors, or mediums 
through which the surplus produce of th^ earth was 
distributed, to establishments maintained at the seats 
of their respective residences^ In the empire of 
Congo there were many oiiies, though society was in a 
still ruder state than in Mexico or Peru ; not be- 
cause industry had extended, or because there were 
many great territorial proprietors; but because the 
emperor delegated his authority to viceroys of pro- 
vinces, who became, as in China, the mediums of dis- 
tributing the greater portion of the surplus produce 
to great public establishments, maintained at their 
residences. 

But those subsisted upon the surplus produce of 
the land, were more usefully or more innocently 
employed in Peru, which had only one great city, 
than in Mexico or Congo, w here there were many.* 
There subsistence was not given to them as capital^ 
vviili a view to individual profit ; but as revemtc^ ex- 
pended with a view to benefit society in general by 
their labours ; as in Egypt, where all tlie great and 
useful works, in roads, canals, bridges, granaries, 
(S:c. &c. w ere^ formed by subsistence distributed as 
revenue. Peru had two great loads, so formed, from 
Cuzivo to CJuilo ;* ey«h fifteen hundred miles long, 
and bSih furnished with bridges, granaries, and 
places of accommodation throiigiiQut their whole ex- 
tent. These w orks, though nut formed wulh a view 

^ Peru had cnlv «»ne great clt|. “ In rttl the duzuiuions oi the Iiicas 
only one place, i'lizkn, liad the ui^peuiuncc or tutiilcJ lo ihe name 
ot a cil} 11 ihL. \ ul. 3. p. 3£j'3. 

IMexicu had. Hist. vul. 3. p. 315 31G. 

G 
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to profit, were really profitable to the sovereig^n ; 
for by facilitating the distribution of the produce of 
the land, they set avast number free from that em* 
ployment, and left them at the disposal of the sove- 
reign for other purposes, because he alone commanded 
the surplus produce, on which 'they depended for 
subsistence. They were still more useful to the 
people in general. They contributed to their secu- 
rity, convenience, and enjoyment ; and the stores 
preserved throughout their \s hole extent, made years 
of plenty supply the deficiency of years of scarcity. 

In Mexico and Congo* no such great and useful 
works were formed ; and though there were more 
towns and cities, the mental and physical powers of 
those who depended upon the surplus produce of the 
lands, were less advantageously or less innocently em- 
ployed, t There establishments consisted chiefly and 
almost exclusively of soldiers ; those of Peru were 
chiefly composed of the religious order, w hich is said 
to have received nearly one-third of the annual pro- 
duce of the land.:|: No doubt the greater part of this 
ecclesiastical establishment might have been employed 
more advantageously for the society ; but w here a 
great portion of those supported u,pon the surplus 
produce of agriculture, must be left idle, they are 
more innocently idle as priests than as anj’ thing else ; 
and in these early stages of society large ecclesiastical 

* See an account of Congo in t)ie liUtin cutnpilHliuu of M. (>otardua 
Artbus Dautiscanus 

I know oi no translutinn of ibia work ; but it Ueservea tianslaliun. 
eubliijbed IfiOS, caput. 6, 

t There was acai celv a puhaable roncl in aH the empire i>f Mexico. 

t Hobertson’fl America* vol. 3* p. o3S,830. ^ > 
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establishments seem essentially necessary to internal 
order and security. 

A> the powers of the land, to supply the necessa* 
ries which manVeqiiires from it^ arc commonly Irmit* 
ed within the capacities df the other funds to sup* 
ply what iiKiii requires from tjiein, the population 
ofsuch fl^reat seats of demand, before industry has 
extended beyond ai^ricultiire, and when all their 
lands are cultivated, can extend only with an increase 
of territory, or with improvements in the system of 
tiliai^e. The surplus produce of the domestic lands 
is not, in such states of society, purchased from farm- 
ers and cultivators with equivalents; it is exacted 
as a right by the Governments, in taxes ; or claimed 
as a property By the landlords, iit rent. But these 
rights and claims cannot extend to other states and 
communities, that are independent of them ; and as 
they can, in this state of industry, have no equiva- 
lents to offer to such states and communities, in ex- 
change for thesurplus produce of their agricultural 
industry, their population can never extend beyond 
the numbers whom their own lands can provide with 
the necessaries of life. 


In such societies those only iaii be free and indc- 
pejtdent, who have a property in the land, or in some 
instrument necessary to its cultivation ; all the other 
members must depend, eithhr upon the proprietors 
of the land, or upon the Government ; and in the free 
states of ancient Greece, as the number of free citi- 
zens was continually diminisfiing by the concen- 
tration of landed property, they were always propos- 
ing to cxtcntl the number by new sub-divisions of the 
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land.^ It is common to suppose that in these early 
stages of society, when the sovereign is the great 
proprietor of all the lands, because he is the great me- 
dium of distributing all their surplus produce, all 
his subjects are slaves ; but it is generally found, that 
more free men are employefl directly and indirectly 
in the cultivation of the lands of such a nation, than 
are employed in cultivating those of nations in which 
the land is distributed in property among his subjects. 

In Mexico, for instance, there were thirty great 
feudal or territorial lords, who had uncontroled juris- 
diction within their own dominions, over each a hun- 
dred thousand subjects, like the great feudal lords 
of the middle ages in Europe. They distributed the 
greater portion oftheir lands to inferior nobles in 
property, on condition of military service. The in- 
ferior nobles, having but a small portion of land, the 
cultivation of which they could immediately super- 
intend and inspect, reduced all those by whom the 
lands were tilled to complete slavery and bondage, 
in order to take of what they produced the greatest 
possible portion. The lands distributed among them 
were tilled almost entirely by slaves ; as those dis- 
tributed in allodial property among' the Saxons in 
England, were tilled by the ancient Britons, reduced 
to slavery. But the great feudal lords co.uld Lot 
themselves superintend and immediately inspect the 
cultivation of their reserved lands. Instead, there- 
fore, of urging those who cultivated them to work by 
the fear of the chain and the lash, they were obliged 
to invite them to it, by leaving to them a greater 


* PoJybiui, B. 5tli, /. 9th. 
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portion of the annual return. Those who cultivated 
the lands of the ^reat lord were, therefore, more free 
than those who cultivated the lands of the inferior 
nobles. 

But the soveroii^u ’was still le>s capable than tlie 
preat feudal or territorial lords^ to superintend and 
inspect <1ie cultivation of his domains ; and found it 
still more necessary, to invite to till them by 

leaviii;^, as the reward of their industry, a i^reater 
portion of the annii il returns. All the farmers and 
cultivators of the imperial domains w^re free ; and 
where all the lands of the empire b donned to the 
sovereign, all the fanners and cultivators were free 
men. In the estates of the inferior nobles of Mexi- 
co, we are told every free man held land in proper- 
ty but this was because every mau who was wot a 
noble with landed property, was reduced to the state 
of slavery. The Sa xons, w hen they seized upon and 
divided the lands of England, reduced all tlie former 
occupants, to the number of more than a million, to 
slaves, transferable with the lands. t 

In Peru no man held land in property, and yet 
every r»an who* cultivated the |aud was free, and 
held his lands on certain tenures, stipulating the 
porrion yf tlie produce he should pay to the sove- 
reign, and thi.t which he should retain for his own 


* Roliertson, v<‘I. 3. B. 4 . 

f received IVom a Saxon conrert an effete wlUi the persona 

anil property of its InhuhiUi^Ja to tlie amount of rightj -seven families. 
Gibbon, vol. 4, p, 'Tf. 
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Those only were considered in a state. of ser- 
vitude, who depended upon the surplus produce, dis- 
tributed by the sovereign, without holdings an office, 
or having; any thing to offer but their services ; and 
these were employed in distributing that produce, 
and forming and repairing the public works. + When 
I say that in Peru no man had a properly in land, 
1 do not of course mean to use the term as a mathe-^ 
math al iinhersnl^ to which there is no exception ; as 
some lands were no doubt given to priests and favo- 
rites ; and some might have become property by pre- 
scription, as in those nations, Egypt, Persia, and India., 
of which Peru w as a rude picture, 1 do jiot pretend 
to give a picture of society, 1 merely use a picture 
already given, as an illustration. 

In this early slate of society no great town or city 
could grow' up independent of public establishments, 
under a very minute sub-division of landed proper- 
ty ; as all the surplus produce would be consumed 
by the proprietors upon the small portions of land 
that yielded it.:j: AVe are told that at one time Eng- 
land had above fifty thousand towns; and these 
could not of course, as justly observed by the Quar- 
terly Review , have been any thiiigonore then aggre- 
gate masses of husbandmen. f , Every great town or 
city that may have grown up indepeildent^of public 
establishments, under a different system, must, in 

V 

* hntl no right whatever to alienate the lantla given to them 

to till, Hist. U. 4th. 

-]' RobevtBon'h Hiah B. 4, vol. 3, p. V96. 

J T'he Httttfs ancient Clreece hait their cities formed of public cs- 
tahliaiiinents, iho' llte meiubeis were paid in rebta and nut taxes. 

H I forget tlie niuuber and expression, and recollect onlj^ the sense 
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a state of society, or in any state, like that of 
India, which approximates to it, be destroved by*a 
minute sub-division of landed property. 

We may judga from the sacred writinjj^s, that land- 
ed {)roperty had been minutely sub-divided in Egypt 
before the administration of Jose])h; aiul that there 
were neither towns nor cities but V hat were compos- 
ed by tlie oflicers of Government, the Priests, and 
tlieir immediate dependents, liut by the purcliase 
of all tlie cultivateil land, made by the sovereign 
during tlie famine, he was enabled to form towns 
and cities, ‘throughout the land of Egypt and this 
must have been a very important change in the con- 
stitution of the Egyptian society, tliough I do not 
remember ever ih have seen it noticed by any yvriter.* 
The agrarian cities then formed wme, possibly, 
the seats of all those magnificent cities so much 
vaunted in after ages ; for while industry vias so 
much confined as it was, the mental and physical pow- 
ers of those who formed the edifices b\ which they 
were adormed, must have been at the command of 
those who drew the surplus produce of ihe land in 
rents, as proprietors, or in taxes, as (he officers of 
Governnjent. 

WJien the kinds were* minutely divided among the 
Israelites, all the cities which had grown up under 

♦ “ And Joseph bought all tlio fund of Egypt foi* Pharaob ; for the 
Egyptians sold f\riyiiiuii his fit'ld, because the fuuiiue pre\aiid our 
them ; so iht land became PliarH«)IrH.” 

“ And hh lor the people, he reuioved them to rilles Iroin one end of 
ihe burdci's uf Ej^yptoeu to the other cud thcieot.-' Geuc«i«, Chap, 47. 
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a different system disappeared ; as those which had 
gi^ovvn up under the Roman doiniiiion, disappeared 
in Europe under their successors^ In Israel cities 
again grew up as the kings became the mediums of 
distributing a considerable portion of the produce of 
the land, to fixed estahliihinents ; and the eniploy- 
inent given by David and Solomon to those who de- 
pended upon this surplus produce for subsistence, in 
great works of ornanieni and utility, is one of the 
greatest evidences we liave of their wisdom. It w ill 
be my object to show, in a subsequent chapter, that 
similar works might be formed in every part of our 
Indian empire with iiitiiiite advantage to the people, 
and without any sacrifice whatever of revenue to 
Government ; because industry is and must long re- 
main confined almost exclusively to agriculture. 

When society has advanced, or industry has exN 
tended to manufactures and commerce, a portion 
of those w ho had depended for th^ir subsistence up- 
on the proprietors of the soil, or upon tlie Govern- 
ment and its officers, acquire an independent claim 
upon what they require of the annual returns of 
agricultural industry, in the produce of their own 
mental and physical exertions, offered as an equiva- 
lent. All those who subsist upon the surplus pro- 
duce of agriculture are no longer obliged to follow 
and attend upon those who command it, as the pro- 
prietors of the soil,, or as the servants of the so- 
vereign. They offer their equivalents to those from 
whom they require the fruits of the earth ; and a 
bond' of mutual dependence is formed betw een them. 
The seats of demand for land j^roduce no longer de- 
pend upon public militarVj ecclesiastical^ and otlier 
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establishments ; nor is the population any longer 
necessarily confined to the numbers that the lands of 
any particular community can be made to lAaintain ; 
as these equivalents can be made to purchase the 
necessaries of life from distant and independent na- 
tions. 

Seats of demand for land produce in towns and 
cities grow up not only independent of the lands they 
possess, for subsistence, but often without having 
any lands of their own at all employed as funds of 
supply.* The city of Palmyra was founded by So- 
lomon in a situation which his wisdom discovered to 
be advantageous, as an entrepot for the Indian 
trade ; and it grew up to opulence and splendour 
in the midst of an arid and uncultivable waste. The 
great commercial cities of Tyre and Sidon had 
scarcely lauds enough to furnish pleasure grounds for 
their wealthy citizens. Such cities, depending not 
upon their own territorial funds, but entirely upon 
the employment of their instruments of distributionj 
like Venice and Holland, in later ages, might rise 
and flourish upon a barren rock, or in the midst of 
a dreary and steril waste, entirely independent of 
their own lands, ^r of any lands immediately around 

^ Mr. Ricardo and Lis School wieli to eBUblisli, that profits depend 

• • 

entirel^upon*llie powers of the last lands taken into tillage; and can 
he reduced only by the necessity of recourse to poorer soils. This is 
making- a cause out of an etfect. The iodex*in the Nile does not cause 
the rise of that river ; it merely indicates it to the people. 

They assume that all instrumeDts in commerce and manufactures 
can always find employment. How did Palmyra, Tyre, Rhodes, Ve- 
nice, See. lose employment for theirs, Justinian by introducing silk 
destroyed some cities, supported entirely by the instrameiits which 
had brought it from Incfla. 

11 
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tlieru for a supply of necessaries, however agreeable 
aiid valuable they jiiight find them as gardens and 
pleasure-grounds. Hiram, who reigned over the 
commercial city of Tyre, despised the twenty agra- 
rian cities, presented to him by his friend and ally, 
Solomon, as exhibiting iiQjthing but a land of chains 
and slaves.* 

It is manifest, that in one rase, wliore industry is 
coiitined to agriculture, and land the only fund of 
the necessaries of life appropriated, all taxes must 
of necessity be ultimately incident upon those by 
whom it is appropriated, however they may be levied 
or imposed ; but it is equally manifest, that in this 
case they must of necessity be so incid<uit, merely be- 
cause no other fujid of the necessaries of life hap- 
pens to be appropriated by the state, or by individu- 
als. By the appropriation they have constituted 
themselves, or have been constituted, the mediums of 
distributing the siirpliis produce of tJic fund appro- 
priated ; but had any other fund been appropriated, 
the persons appropriating would have been the nie- 
-diuins of distributing its surplus produce, in the same 


* Tliifl pasHu^^e has been rendered diilereutlv ; hut “ laud ot Cabool” 
mieaiis laud of Fetleis;, doubtlcsB iVom the iumt being' cultivaled by 
uieii iu tetters : us they were in Europe, and iiuve been all over ihe 
world iu similar states ut souiety. ' Cubuol lueaVis ietlersj .both iu 

Hebrew ^123 and iu Arabic, See Psalm 149. ** To bind 

their Icings with chains and their nobles with fetters of iron,” and Psalui 
lOf), “ \^llose lert they hurt with fetters.” In these passages the same 
word is used iu a difi’ereut measure I admit; but it is used in the same 
measure to express the same thing iu Arabic ; and as it is used uo 
where else in the liiblc; it is fair to cvuclude that it is used iu this sens# 
here. 
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mannor. The proprietors of the Nile iiii^ht ha^ve 
had as valuable a property as the proprietors of the 
Jands, mIiosc powers of fertility were unavailable 
witlioiit its waters ; and the .farmers of many hun- 
dred estates in every nation of 4he world would at 
this moment double their rents for a stream of water 
equal to the irrigation of their l<inds. 

It is manifest, that in the other case, where indus- 
try has extended to manufactures and commerce, all 
taxes are not of necessity incident upon the proprie- 
tors of the lands ; but that heavy taxes may be levi- 
ed, and large public establishments maintained, with- 
out any rents at all being received from domestic 
lau{ls, as funds of supply. Though Jiistory, as is 
justly remarked 1)y Mr. 11 nine, tells us of no state 
or city that rose to wealth or power in ancient days 
by nu*ans of manufactures, history is replete with 
instances of their so rising by means of commerce. 
Tii(‘ funds or sources of w^ealtlr^ are the lauds, the 
mi IK'S, the fisiiorics. Sec- Sec. of a nation ; the instrii- 
inonts are tliose of prodiiclion, preparation, and dis- 
tribution. Cities and states have risen to power and 
opiibmce without any domestic funds in lands, mines, 
or fisluf ies : and consequently, witliout any instru- 
ments of prod iiction^pplied to them. They have also 
so i^sen. wilBout any instruments of production in 
manufactures; and, consequently, their wealth and 
power have depended entirely hpon the employment 
of those instruments by which the commodities of 


* Ry wf 'ilth 1 mnst be distinctly understood not to mean exchange- 
iiblft value ulone. 1 may call U after Mr. Maltlins, “ every material lliing^ 
necestary useful or ag*i*e«able to man but of tiiis by and bye. 
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disjtant nations have been distributed.* Of such states 
and cities there are two classes ; the commerce of 
one beings maritime^ that of the other, land* 

India sent a constant supply of luxuries to the 
west, which enriched, by the employment of commer- 
cial instruments, every region through which it 
passed, from the days of Solomon to those of Vasco 
de Gama. As this stream changed its course, states 
and empires rose and went to decay. In the track 
to which it became diverted, the most steril and soli- 
tary deserts became the seats of busy multitudes, 
enriched by arts and adorned with magnificence ; 
while in that from which it was turned, the most 
splendid cities became solitary ruins ; and countries 
rich in every natural gift, became waste, and depo- 
pulate. But India itself, the fruitful source of all 
these mighty revolutions, the seat of all the funds from 
which these luxuries were drawn, and of all the 
instruments by which they were produced and pre- 
pared, remained unconscious and unchanged. 

Rich perhaps in all the materials of what Mr. 
Burke, would have called, philosophical happi- 
ness;’^ but poor in, all those, which he woifld have 
denominated, vulgar happiness.’’^ No domestic in- 
dustry, no foreign equivalents diffusedsubstant’al com- 
forts among the great mass of her people ; no arts en- 
riched, no taste adorned her cities. The specie she 
received from the west remained an useless and un- 
profitable deposit *in the palaces of princes, and the 

I do not of course here consider there which ha?e rioti^ by con* 
quest. 
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temples of her gods,* till the invasion of the Ma- 
hommuduns. 

The instruments by which these luxuries of the 
East were distributed to and among the nations of 
the west, peopled and e*nriched every place where 
they became seated and established ; whether these 
instruments were maritime or otherwise ; and the 
wealth and power of such places went to decay, and 
disappeared, as these instruments lost their employ- 
ment, or changed their seats. Some of these seats of 
the instruments of distribution had, as I have stated, 
scarcely domestic land^ enough to furnish gardens 
and pleasure grounds for their opulent citizens ; 
and very few of them sufficient to provide subsistence 
for their people. But rising to wealth and power by 
means of commerce, they drew from other nations 
ten times the quantity of agricultural produce, that 
their own lands could ever have been made to yield; 
and might have supported by taxes ten times the a- 
mountof public establishments, that all Wx^tproduitnety 
or surplus produce of their own agricultural labour 
would maintain. They might have paid to these 
public establishments ten times the amount of money, 
that alf their domestic lands could be made to yield 
in rent, at whatever costs their foreign supplies were 


^ Pliny estimates tLe money sent anniially to India by Rome* at fifty 
million of Sesesterces. Lib. 6* 1 . S3* and that sent by the whole Empire 
at one hundred million. Lib. 12,/- IS. 

The Venetians sent annually in the beginning of the 15tb century* five 
hundred thousand Ducats. 

hlacpherson’s introduction U Hist, of European Commerce with 
India. 
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irnporfoi], nnd to whatever price the dornesUc pro- 
duce liad been raised. 


In n state like Sparta, where industry was confined 
exclusively to agTicuUuro, the population could ne- 
ver exceed tlje numbers that its own lands could be 
made to supply. TJie lands were tilled by slaves, 
who out of til'' annual returns, were never permitted 
to enjoy more than uhat was absolutelv necessary for 
their subsistence ; and the surplus produce was dis- 
trihuted amoii^ the idle proprietors, to whom every 
species of industry was disi^racofiil. '^riieir business 
was to eat, play, and fi»ht ; and when their numbers 
pressed as^aiiist the means of subsistence derived from 
their slaves and their fields, they were either sent 
out in colonies, to sei/e and appropriate other lands, 
and reduce ollter people to slavery, or were put to 
death. They were not, as in commercial and manu- 
fiicturing states, employed in domestic industry, to 
prepare equivalents, by which the produce of the 
lands of distant and independent nations, nii^ht have 
been purchased, to subsist iucreasiujs;- numbers. The 
taxes of such a state, when no oili(*r fund was aj)pro- 
priatecl, must have been of necessity ultimately in- 
cident upon the proprietors of the land. 

In a country that has no ti‘ibu(ary provinces 
absentees, spending incomes derived from other coun- 
tries : no people returning home vVith property acqiiir- 
rd in other countries; no contributions from other 
countries to her domestic estiiblishments and institu- 
tions; no industry but agriculture ; and no other fund 
or source of the necessaries of lj[fe than the soil ap- 
propriated, all taxes must necessarily be ultimately 
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incklont upon the proprietors ol* that soil, anti be 
paid either directly or indirectly out of tlieir rcl^its. 
Hut where is such a country to be foiiiidj particu- 
larly among the nations of modern Europe? 

Athens was, perhaps, U?ss a commercial than a ina- 
iiufacturing' nation. The lands of that state, as we 
learn from the economics of Xenophon, were all well 
cultivated by slaves, under the superintend(Micy of 
free citizens ; but Athens, as wo learn from Demos- 
thenes,* imported a great part of the corn, oil, and 
wine she required for her people from distant and 
independent nations. The citizen of Athens, who 
had a hundred slaves, employed as instruments in 
a domestic manufacture, to prepare equivalents with 
which to purchase the corn, oil, and wine of distant 
nations, had as valuable a part of the surplus pro- 
duce of the national industry, as he who had a hun- 
dred slaves employed as instruments upon his farm 
in producing corn, oil, and wine. What the one 
imported in exchange for his manufactured commo- 
dities, would be as much a portion of the annual 
reproduction, as what the other obtained upon his 
lands; but any tax imposed upon the imported corn, 
oil, and wine, ^instead of falling upon the land-pro- 
prietor, would necessarily iiicifease liis rents by in- 
creasing tli^ price *of Uiesc articles, 

A seat of demand for agricultural produce, to 
be purchased with equivalents, whether that seat be 
a town, a city, or a nation, may be established upon 

* to]d the people that Philip of JVlacedon knew well, that they of 
all pauple ueed the^rtidtej^f quautity of imported g;raia. See Curoutt. 
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the revenues or incomes derived from the employ- 
meat of domestic funds and instruments ; or upon a 
revenue derived from the employment of foreign 
funds and instruments. While the amount of the 
revenue is the same, the effects upon the land, and its 
value to the proprietors are in all ordinary circum- 
stances the same. As this revenue increases, and 
this seat augments, recourse becomes necessary for 
supply to more distant and less fertile lands. The 
increasing demand indicates itself in an increased 
price ; and an increased price invites the cultivation 
of less fertile and more distant lands. 

The powers of nature which operate in agricul- 
ture, being, as it were, concentrated in appropri- 
ated mediums, and limited, every augmentation in a 
seat of demand for their produce renders necessary 
a recourse to less fertile and more distant funds, from 
which supplies are brought at greater costs ; and un- 
less the price rises so as to pay the costs, the supplies 
will not be brought. The price rises because the 
supplies are indispensably necessary ; and as it rises, 
the proprietors of the more fertile and nearer lands, 
or concentrating mediums, draw a greater and a 
greater rent.* The demands at any j)articular seat 
must regulate the distance of the land, and the qua- 
lity of the soil, to which recourse shall at any 

^ ** Tlie rent of Und not only varies with its fertility but with its si- 
tuation, whatever he its fertility/' 

Wealth of Nations, B. 1. C. 7. and 11, Toll 1, p. 82 and 228. 

Land in the neighhourhood of a town gives a greater rent than 
land equally fertile in a dista'nt part of the country. Though it may cost 
no more labour to cultivate the one than the other, it must always cost 
more to bring the produce to market from« the distant land.’* Ibid 
tul. 1, p. 223. and Malthus on the nature end progress of Rent. 
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particular time be had for supply ; and the demand 
must effect the supply required, through the medium 
of a rise of price^ equal to cover all the costs of 
bringing it from these lands. 

Those who demand effectually must have where* 
withal to pay these costs ; whetl\er their revenues or 
incomes be derived from the employment of domestic 
funds and instruments, or from the employment of 
those of distant nations ; whether in taxes, tribute, 
or private incomes ; and, as Doctor Smith has justly 
observed, ‘^the price of each particular kind of pro* 
duce must ev idently be previous to the improvement 
and cultivation of the land which is destined for 
raisingit.”* Whenthe produce from the poorest and 
most distant lar/dvS, at any time in tillage, becomes in- 
sufficient to supply the wants of the people at any seat 
of demand, the price rises, and indicates, that re- 
course is necessary to lands still more distant and 
less fertile; and labour and stock, invited by the rise, 
are applied to them. The rise of price is an index 
by which every seat of demand, however great, or 
however small, makes its wants known to those by 
w^honi it is to be supplied ; and is as well understood 
by the Jandlor^s and farmers of other nations, as 
that of the Nile was by those of Egypt. 

The application of labour and stock to more dis- 
tant and less fertile lands is an offect, and not a cause, 
as it has by some been assumed to be.f Labour and 

stock are invited to their cultivation, because it 

/ 

* Wealth of NatiunR, B 1, C. 1, p. 358. 

f Ricardo, Mill, 

I 
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prpniis^s greater wages and profits than can be found in 
other employments ; and when other employments of* 
fer greater wages and profits, labour and stock are 
withdrawn from them.. If lands of equal fertility, 
that is yielding precisely equal returns with precise- 
ly the same application of labour and stock, be 
employed in the rapply, the value of one por* 
tion will be greater than that of another to the 
proprietor, just in the same proportion as it is 
nearer, and the expense of conveyance is less. 
The produce of both sells for the same price at 
the same seat of demand ; but out of this price 
the costs of conveyance must be defrayed ; and these 
are greater from the more distant. Out of the price 
of produce more rent will, therefore, be paid to the 
proprietor of the nearer. If lands of different de- 
grees of fertility be employed, that is yielding the 
same returns, we may suppose, but with the applica- 
tion of unequal quantities of labour and stock, the 
value of one portion to the proprietor 'will be great- 
er than that of another, in proportion as a less quan- 
tity of labour and stock is employed, provided that 
both be equally well situated with regard to the seat 
of demand. Out of the same price for the same 
quantity of produce, more wages tnd profits, and 
consequently less rent, will be paid on the poorer 
lands. 

If the poorest lands employed in the supply in the 
V’icinity of the seat of demand, be equal in fertility 
to the poorest employed in the supply of the same 
seat at a great distance, it is obvious, that the former 
must pay a considerable rent to their proprietors ; a 
rent equal to the expence of conveying the produce 
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, to that seat of demand from the poorest of the most 
distant lauds. The degree of fertility or the distance 
to which recourse is at any time had, is aii effect and 
not a cause ; and can have no operation in reducing 
the profits of j?tock employed. • While this stock is 
freely convertible to othfer purposes, it will command 
the profits, that can be made Jiy its employment in 
the other purposes to which it is convertible. If the 
demand increases, and indicates itself by a rise of 
prices, it is invited from these other purposes to the 
land ; and if the demand diniinishos, and indicates 
itself by a fall of prices, the landlords must dimi- 
nish their rents, or the stock will be diverted to 
other employments. Supposing the stock freely con- 
vertible, its profits are not influenced by recourse 
to poorer and ‘more distant soils, as a cause.* If 
there be any error iu my reasoning it will be very 
easily detected. My object is to be clearly under- 
stood, not to support a particular theory ; and 1 have 
avoided using any term either vague or ambiguous, 
and assuming, as a premise, any conclusion whose 
truth is not generally admitted. 

If those lands which, as demand increases at any 
particular seatf are required to be diverted to the 
supply, had before ^paid any rent to their proprietors 
— i^for insfdiice, theyMiad paid a small rent as pas- 
ture lands, but are now required to supply tillage 
produce ; the price of tillage produce must necessa- 
rily rise, so as to enable the farmer to pay this rent, 
over and above all the other exjienses of producing 

* Thft Ricardo Sclioal ataiimes that the rate of profiU are eotirelj 
governed hj thefie tfti a cauae. 
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and bringing to market, before such lands will be 
converted to the supply. Doctor Smith supposed, 
that the worst rfnd most distant lands to which re- 
course became necessary from time to time for tillage 
produce, would be worth something to their proprie- 
tors for other purposes; dnd that till the price of 
produce rose so as tp pay this something in rent, oyer 
and above all the other costs, it would not be con- 
verted to the supply.* 

This conclusion, the truth of which practical men 
readily admitted, has been disputed or rather denied 
by Mr. Ricardo, as its admission would destroy the 
foundation of all that is original in his theory. He 
has endeavoured to prove, that the poorest and most 
distant lands to which recourse is at any time had for 
supply, pay no rent; and that the price of the pro- 
duce derived from them must, therefore, be composed 
entirely of the wages of labour and the profits of 
stock employed in producing and bringing it to mar- 
ket. This is merely applying to the soil what Doc- 
tor Smith himself had said with regard to coal 
mines, f and whether it can or cannot be truly affirm- 
ed of the produce of land, as it may possibly be af- 
firmed of the produce of mines, that, in the^price of 
that which comes from the most distant and least fer- 
tile no rent is paid, may be left to the* schools.^ and 
can be considered of no importance by practical men. 

Some states and communities may be so circum- 
stanced as to draw agricultural produce from foreign 
countries while they have much fertile land at home 

♦ Wfftltli of Nations, vol. I, p. 227 tor247 and 358, B. 1, C. 11, and 
▼ol. 3. p. 369, B.6, /. 2. 

f Wealth of 'Nations, vol. 1. p. 258, B. I, C. II. 



REVIEW OF THE FIRST SCHOOL. 69 

9 

waste and uncultivated. Others, on* the contrary, 
may draw no agricultural produce from foreign coun- 
tries, while the very worst of their lands at home 
may not only be cultivated but pay a high rent to 
their proprietor. The price at which foreign sup- 
plies can be purchased jft the seats of demand in 
any particular state, must, ordii^arily, depend upon 
the costs of production in the countries to which re- 
course is had for supply; the costs of conveyance 
from these countries to these seats; and the taxes or 
duties paid upon the supplies in the difterent stages 
of their progress. All these costs united may amount 
to no more than the wages of labour, and the profils 
of stock, required to produce the same kind of supplies 
upon lands of the first quality at home, in a manitfac- 
turing and comfnercial country. This labour highly 
skilled and stock highly profitable, employed in ma- 
nufactures and commerce, might purchase more agri- 
cultural produce, encumbered with the costs of con- 
veyance and taxes, from foreign countries, than they 
could produce if applied to soils of great natural pow- 
ers at home ; and while they can do this, labour and 
stock will not be invited to the cultivation of such 
lands. But when the costs of foreign supplies be- 
come augmented by the necessity of recourse to 
countries still more distant, or \>y taxes, the price 
of pj^duce mcreasing will invite labour and stock to 
their tiTlage. The price of produce might go on in- 
creasing till labour and stock had been invited to the 
cultivation of the most distant and very worst soils 
of such a state. 


Arthur Young very justly concluded, that stock 
had been diverted from the cultivation of the lands 
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in France, by the injudicious measures of the Go- 
vernment, which had g'iven too great encouragement 
to its employment in commercial and colonial indus- 
try, and too much discouragement to its employment 
in agriculure.f England has invited the applica- 
tion of labour and stock to the cultivation of poor 
soils, distant from ^the seats of demand for their 
produce; hut their cultivation is the effect of prices 
increased by means of import duties, and the conse- 
quent application of labour and stock to their tillage. 
The profits of stock in other employments are not 
less because stock is applied to poorer and more dis- 
tant lands ;+ but labour and stock are invited from 
other employments to poorer and more distant lands, 
because a rise of prices offers greater wages and pro- 
fits. 

No doubt a great deal of the poorer and more 
distant lands of England owe their cultivation and 
improvement to the taxes imposed upon the foreign 
supply; and if these duties were removed, no doubt 
labour and stock M'ould be driven from their culti- 
vation, to seek employment in other branches of 

♦ Seft Trnvelfl in Frnnce, vol. 1, p. 437 to 443. 

Arthur Younjf is, liowe^'er, murli out, when he supposes the East 
Indies take any capital from En(>Iiali land. An honest indignation 
carried him too far, ^ ^ -t 

This is the hypothesis of Mr. Ricardo’s School. Mr. Mill (with Mr. 
Ricardo, and Mr. M’CulIoch}i considers, the profits of stock in agricul- 
ture a cause regulating all other profits, p. 71, 7:2, 73, 82, and 63. Prin- 
ciples, &c. 

Blit an effect, and regplated hv the ordinary rate in other eniploy.> 
ments, p. 200, 202, 212, 277, and 2'iO. Principles, 8rc. and in p. 78 and 
79. Capital is iinited to land from other employment by imereased 
demand for, and price vf produce, and increase i f profits ; yeiprrfte 
are thereby reduced. How are these things to be reconciled ^ 
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industry. The great seats of demand upon the sea 
coast, and banks of navigable rivers, would no longer 
have recourse for supply to those lands, poor and 
remote, from which they are now furnished ; and as 
these were thrt)wn out of tillage, the better and 
nearer lands would pay* less and less rent to their 
proprietors. But it is very erropeous to suppose, as 
seems too commonly the case with closet reasoners, 
that the last lands taken into tillage must always be 
found in the course of time the least fertile ; and 
that, ‘‘those taken into cultivation three hundred 
years ago,”* must necessarily be now more fertile 
than those taken into tillage only twenty. The 
last lands taken into tillage may be much richer in 
natural powers than those which have been long in 
cultivation; but from the difficulties and costs of re- 
moving impediments, and rendering those powers 
available, a very high price may be requisite to in- 
vite the application of labour to them in the first in- 
stance. In all probability much of the land brought 
into cultivation by these import duties, is now the 
richest in the country. 

Among maritime nations the price of agricultural 
produce* does iK)t increase with the increasing de- 
mand in the same degree, nor to the same extent as 
in inlaijd countries, provided the costs of supply be 
not augmented by import duties. The difficulties 
and costs of supply must alwRys be less from the 


* Uicuretd, p. 286. 

He BuppoRea tke naliiral powers of Ibe soil* original, inexliaustible, 
indeRtructilde.’^ p. 49. 

Tiiey are neither one nortbe other, so Mr. Milf supposes these pow» 
era oi the Soil, p. 31, and 71, Bccoud edition. 
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greater fiicilities of conveyance by sea ; and from 
those of communication with countries in which the 
wages of labour are less, and the natural powers of 
the soil to which that labour is applied, are greater, 
and less exhausted Ijy long tillage. Under a system 
of free imports, and with ^seats of demand of the 
same number and magnitude, labour and stock will 
be more tardily invited to the cultivation of poor 
and distant lands in a maritime than in an inland 
country; and the lands will, consequently, be less 
valuable as a source of rent to their proprietors* 

Other things equal, lands will pay a rent to the 
proprietor, in proportion as the costs of conveyance 
to the seat of demand for produce is less from them 
than from others, to which that seat has recourse for 
supply ; and the distance to which recourse is at any 
time had being the same, the costs of conveyance are 
in proportion to the difficulties of transport. Any 
great seat of demand in an inland country numt, 
therefore, pay a higher price for land produce, 
brought from the same distance, than a similar seat 
with a convenient harbour upon a sea coast ; and 
one situated in an inland country without facilities 
of transport in navigable rivers, canals, bridges, and 
good roads, must, f6r the same reason, pay a higher 
price for land produce brought from the same dis* 
tance, than a similar seat situated in a couniry that 
has them. 

To give as an instance, the Island of Mauritius, 
which imports land produce froin New Holland, the 
Cape of Good Hope, Madagascar and India. At 
present 1827, she pays freight from Calcutta at the 
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rate of forty sliillings a ton, upon the rice received 
for the use of the slaves ; and about the same is p&id 
for conveying a ton of land produce to the port from 
places ten or twelve miles distant, notwithstanding 
the vast improvements which the Government has 
made of late years in the facilities of conveyance. 
The one is brought over above forty degrees of 
latitude and above thirty degrees of longitude, at the 
same cost that the other is conveyed ten or twelve 
miles. The price, therefore, never rises, to invite 
labour and stock (dear as they are in the Mauritius 
from the cultivation of sugar) to the production of 
the necessaries of life upon these distant lands, for 
the supply of the port.* 

When the increase of demand at any particular 
seat arises from the increase of revenue, derived from 
the employment of the instruments of that seat, in 
manufactures, commerce, &c. the wages of labour no 
doubt increase more with the increase of demand. 
than where it arises from an increase of revenue, deriv- 
ed from the employment of the funds and instruments 
of distant places. They rose probably more in the 
vicinity of Tyre, Rhodes, Carthage, and Athens, than 
in that of Rome^ Byzantium, and Alexandria. They 
rise probably in the present day more in the vicinity 
of LiiverpooJ, Madche^ter, Glasgow, &c. than in 
Madria^ Rome, Constantinople, &c. ; and where they 
do so rise more, the rents of laud must increase less. 

It has, too, been sometimes found, that where the 

• The rant of lands if in conicquence ?ery little; indeed a good 
deal of the rery richeft ten milei diitanW from the totfn, if 
waite« and unsaleable. 


K 
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increase of people at any particular seat, arises 
frbm an increase of revenue, derived from distant 
countries, in private incomes or public tribute, 
the price of land produce does not increase with 
the increasing demand in the same proportion as in 
other seats. Agricultural produce has, in such places, 
sometimes been found the only available medium in 
which these private incomes and public tribute could 
be remitted. Rather than not draw any revenue at 
all from the distant countries on which ^their claims 
are secured, the Government or the individuals draw 
it in the raw produce of the land at a considerable 
loss ; and the price is rendered thereby less than it 
would be at such seats, were they left to be suppli« 
ed by the free competition of industry.* 

This was the case at Rome, a seat to wrliich pri- 
vate incomes and public tribute were remitted from 
all quarters of the empire in land-produce, and the 
lands in the vicinity of that great city with all her 
facilities of conveyance from distant provinces, paid 
probably as little rent as funds of supply, as those in 
the vicinity of her great granaries of Egypt, Africa, 
and Sicily. + Tacitus lamented, that Italy, which 
had formerly sent supplies of agricultural produce to 
distant provinces, should, while yet the fertility of 
her soil was unimpaired, be reduced to a'depc^ence 
upon Africa, and Egypt; and that the lives of the 
Roman people should be committed to the winds and 
w aves. It had, perhaps, been more just to complain, 

♦ See W'ealth of NaUor.a, toI. 1. p. 233, B. I. I 11. 

f Tacitus, io describing the visit of Germanicus to Egypt, says it 
bad been thought, that the man Tvho should^ poiiaaa himself ef that pro« 
f ince might starTo Rome. 
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that by the plunder of other nations, the Romans 
should have been maintained in an idle dependence 
Upon a. few great Senators^ 

In India every little village *is a seat of demand 
for agricultural produce, *as will be described in ano- 
ther part of this work ; but tlie great seats of de- 
mand, which are alone to be considered in this place, 
are scarcely any of them founded upon revenues de- 
rived from the employmenfs of instruments, in ma- 
Rufactures, commerce, &c. &c. They are almost all 
founded upon revenue derived in taxes and tribute 
from distant places ; and composed of the public 
establishments of Government, and their followers 
in different capacities. The increase of demand at 
such seats arises from an increase of these establish- 
ments ; and a diminution from a decrease ; and as all 
their luxuries and the greater part of their conveni- 
ences are supplied from the industry of distant places 
or countries, they have little influence upon the 
wages of labour in their vicinity, but as they raise 
the price of land produce with their increase, and 
reduce it with their decrease. 

As these seal* of demand are augmented by increas- 
ed public establishments, and recourse becomes ne- 
cessw^ijo mbre distant* lands, the price of land pro- 
duce increases ; and the rents of land increase the 
more that the wages of labour *have been increased 
less than in seats of demand differently constituted. 
In other countries, good roads, canals, bridges, and 
other facilities of distribution, follow an increase of 
population and demsmd at any particular seat ; whe- 
ther that increase arises from one species of revenue 
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or the dtber; and by reducing^ the costs and difficuN 
ties of conveyance, the price of produce is pre» 
vented from rising so much as it otherwise would do 
with the necessity of recourse to more distant lands* 
But in India this is rarely the case* *As demand in* 
creases, and recourse becomes necessary to lands 
more and more distant, no improvements are made 
in the means of transport ; and the price increasing 
with the increasing demand, the value of the nearer 
lands augments, whether that value be taken in rents 
by the proprietors, or in taxes by the Government.* 

Nor is the increase of demand at such seats in 
India ever prevented from causing a corresponding 
increase of price, by land produce being made the 
channel of remitting to them private incomes or 
public tribute ; as had been the case in Rome, and 

is, perhaps, still the case in some parts of the world* 
The public revenue by which these establishments 
are supported is all levied from the distant places 
which contribute it, and paid to those who receive 

it, in money ; and with this money is purchased what 
free competition brings to the market. The price is 
prevented from rising neither by a remittance of re* 
venue in land produce, nor generaflly by the for* 
mation and improvement of great, works, to facilitate 

* Since the administrntion of Lord Haitings worke toT facilitate 
distribution have been forme/l upon a scale worthy the dignity of our 
Government, as will be noticed in a subsequent chapter. One of the 
great minds in which this iniproTement in O'Ur Indian administration 
originated, has, unhappil}^ been taken away in Mr. John Adam ; and 
it cannot but be a subject of regret to the sensible part of the roercaniila 
community, that they lent themselves to the party of Mr. Buckingham, 
to embitter the last days of a man they kndV to hare contributed Bl> 
greatly to tha benefit of our Eaitern dominions. 
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dfstribution; and while the price of produce increases 
with every augmentation of establishments and de<» 
xnand, the rents of the land from which these seats 
are supplied must increase* 

This reasoning will probably be thought to ac* 
count satisfactorily for a great portion of those revo- 
lutions in the value of landed property in India^ 
which have been so often seen, so often lamented, 
but never satisfactorily explained in any publication 
with which I am acquainted* Seats of demand for 
agricultural produce are very suddenly formed and 
augmented by our public establishments ; which 
are, in the present state of society and industry, al- 
most the only centres of demand for the surplus 
produce of the land in India* As these seats of de- 
mand, however, are seldom formed or augmented 
by an increase to their collective numbers, their 
increase in one place must imply their diminution 
in another* In as much as they increase the demand 
for raw produce, raise the price, and augment the 
value of land in the place to which they are re- 
moved ; they must diminish the demand for, and the 
price of land produce in the place from which 
they are* taken y and, consequently, reduce the va- 
lue of land. 

Thus very great and very sudden revolutions are 
produced in the value of landed-property, and in 
the condition of the people in the different parts of 
our eastern dominions. The seafs of demand in ln« 
dia may be compared tp the sand-banks of her great 
rivers ; they are in a state of continual revolution 
and change. Those parts in which seats of demand 
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for land produce are formed or augmented^ rapidly 
improve, while those from which they are removed, 
or in which they are reduced, go as rapidly to decay; 
not unfreqiiently to the surprise of the Government, 
which had calculated on results totally different; 
and supposed that it was removing an oppressive 
burthen when it was taking away a source of pros- 
perity. The same effects had always been follow- 
ing the same causes under different dominions in In- 
dia, because all great seats of demand had always 
depended entirely upon great public establishments, 
political, civil, military, or ecclesiastical ; and they 
have for more than half a century been following 
the same causes under our dominion, without the 
connexion between them having been distinctly traced 
and clearly explained in any publication with which 
I am acquainted.^ There can be no doubt, that such 
an explanation would have been of great practical 
importance, both to tho Government and to the peo- 
ple of India; for without clearly understanding this 
connexion between great seats pf demand and the 
value of land, we must be perpetually liable to er- 
rors of the greatest moment, as well in our political 
aa our financial measures, in the admiuistrution of a 
country where all these seats depend upon our pub- 
lic establishments, or upon public establishments at 
our disposal. 

From the time when the Mahommuduns, iti the 

* since tbe Government las availefl itself of tlie great talents, abill. 
fiea, end application of '^fr. Holt Mackenzie, in tie office of secrelarj 
w tKa Revenue department; mueli clearer views hate been had, and 
much more ludioieos neiiaref ptriiitd in this branoh of ottr Indian 
adnuniiirntieii. 
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tlilrteenth century, drew into circulation andemploj^- 
ment the precious metals, which, flowing in a perpe- 
tual stream from the west, had remained ah useless 
deposit in the temples for more than three thousand 
years, the seats lof demand for Siurplus agricultural 
produce in India made st)me progress in changing 
their character.* From depending entirely upon 
revenue dr wn by the sovereign, or feudal chiefs, 
for the support of military and ecclesiastical esta- 
blishments ; many seats of demand had become to 
depend upon incomes derived from employment in 
arts, trade, manufactures, and commerce. In Eu- 
rope when the great territorial lords were prevented 
from plundering each other, and from exacting all 
the surplus produce of their own lands, to support 
licentious and idle militia, by the vigorous adminis- 
tration of a few enlightened sovereigns, industry ex- 
tended ; and the episcopal sees and the residences of 
the great officers of state became the seats of arts, 

* The invasion of aonthern India by ibe Mftbommuduns, toob 
place in l!293 of our ; and from that time till it was formed into an 
independent IMaliommudun kingdom in 1349, one inradingarmy follow- 
ed another in'quirk succession; and the treasures they sought seemed 
as inexhaustible as the human blood ibrougb which they waded to 
them. 

It wasinto this part of India, that the preciobs metals flowed from tbo 
west; and were lost in thi tecqples. Many millions flowed back to 
EuTope"‘*'i(4wiough Tamerlane, Nadir Sbah, &c. &c. The gold of ibo 
the Duckun was to the Mahonirauduns, what that of Mexico and Peru 
were afterwards to the Spaniards. The ti^asure taken back to Persia 
from India b^ Nadir Shah has been by some computed at two hundred 
and thirty millions of our money ; and by soma to low at seventy mil- 
lions. 

Three adventurers returned from these expeditions into soulhern 
India, to murder their empejjprs, and ascend the throne by the aid of 
tbeir booty. 
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trade, manufactures, and commerce; and the de- 
mand of these seats became in time, independent of 
military and ecclesiastical establishments. 

So it was in soutljern India, or India south of the 
Nurbudda river, while it was divided into independ- 
ent Mahommudun sovereignties, and exhibited a 
picture of Spain under the Moors ; and so it was in 
other parts of India, as Malwa, Guzzerat, and other 
places in which independent Mahommudun sove- 
reignties were established ; and so in Bengal and 
other parts, in which Governors were sovereigns 
in every thing but name. Improved tastes gave 
active employment to the people ; and in the ex- 
ercise of their physical and mental powers upon ob- 
jects of luxury and convenience, an in^lependent claim 
upon what they required of the surplus produce 
of the land* The tastes difiered, but they all gave 
this employment. The tastes were in some parts 
as in Bengal, for foreign and domestic luxuries, 
which, like those of Europe, soon perish and dis- 
appear in their use or enjoyment. In others they 
were for great works, useful or ornamental, which 
though used and enjoyed, last through ages ; and 
after the lapse of centuries excite, the wonder of 
the traveller. Th^ one was like the taste of the 
Egyptians and other nations and states of antiquity, 
and that of the commercial states of Italy ; tfi^ other 
like that of the commercial and manufacturing states 
of modern Europe. As far as they gave equal em- 
ployment to those who depended upon the surplos 
produce of the land for subsistence, and had nothing 
to offer in exchange, but the use of their mental and 
physical powers, they were both equally useful* 
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The Marhatta power originated in the invasion 
and desolation of the independent sovereignties' of 
southern India by the emperor Aurungzfibe ; and 
rose gradually and simultaneously with ours, amidst 
the anarchy and civil wars, whiclj followed his death j 
and continued under his smbecile successors.* We 
flatter ourselves with having conquered India — we 
have been merely tlie most successful competitor for 
dominion where all dominion had ceased ; and have 
merely been employed in collecting the scattered 
fragments of a general wreck. We have not yetap'- 
plied our knowledge to form any thing out of these 
collected fragments ; and though they are all at our 
disposal, they are but fragments still, which another 
tempest may scatter* 

The few scats of great and independent demand,, 
which escaped the ravages of the civil wars, in which 
our power rose, we have consumed by slow degrees. 
The Marhattas destroyed them by their misrule ; 
and by their want of taste for that luxury, conveni- 
ence, and magnificence, which, under the Mahom- 
muduns, gave active employment to the mental and 
physical powers of those, who had nothing else to 
offer foi; the surplus produce of the land they requir- 
ed for their subsistence. We have destroyed them 
by Q^i^colofiial, commercial, and manufacturing pre- 
judices; and by other means that will be considered 
in a subsequent chapter ; and ‘between us we have 
reduced nearly all the great seats of demand for 
agricultural produce, to their primitive state of 

* Hf died A. D. 1707. After lie had reduced southern India to a 
complete scene of auarchjr and desolation, such as the ambitioa of 
I^uis the 14th produced ia the Paiatinateii of the Rhine. 

L 
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Hindoo simplicity, and dependence upon military and 
ecclesiastical establishments. 

The pdpnlation of India is not, perhaps, less than 
it was under the Mahommudun dominion ; but our 
military establishments arfe reduced in number to 
perhaps one-fiftieth part of what they then were, in- 
cluding the feudal militia. The ecclesiastical esta-^ 
blishments are no where increased ; on the con- 
trary they are much diminished in all the fixed seats. 
Infinitely less numbers are now employed in manu- 
factures, trade, and all the arts that contribute to 
the convenience, luxury, and embellishment of life. 
Our civil establishments are certainly not in numbers 
one-tenth of what they were under the Mahommu- 
dun Government. The system of agi'iculture is now 
as good as it was tlien, and our lands are not much 
less fertile ; consequently they will yield as great a 
surplus produce. Where then may we ask are all 
those subsisted upon the surplus produce of the 
land? Where, if we take one-third of the produce as 
surplus in revenue, are the thirty millions of people 
subsisted upon it ? Are they employed in our public 
establishments ; or are they any where usefully em- 
ployed ? These are questions that hgive, in ,all pro* 
bability, suggested themselves to many well inform* 
ed men in India, though 1 have never^ieard them 
stated. 

It is not my object in this chapter, to enlarge upon 
the practical application of my reasoning to our In* 
dian administration, as this will be the subject of fu- 
ture chapters, and would extend this to too great a 
length. I may, however, here state, that when we 



HBTIEW OF THE FIRST SCHpOli. 


83 


have had a cession of territory from a native prince 
or chief, in lieu of money subsidies, we have gene^ 
rally chosen them from their fine condition ; and this 
fine condition has commonly arisen from the great 
effectual demand for land produce, furnished by the 
great military establishments maintained within them 
under the former government > establishments that 
consumed not only all the surplus produce of such 
territories, but that of lands far beyond their boun* 
daries« 

The wages of agricultural labour are paid in kind, 
and are pretty nearly the same throughout all parts 
of India; and the corn rents are pretty uniform, or 
ought to be uniform, from lands of the same natural 
fertility throughout the country ; but money rents 
from lanHs of the same quality vary according to 
their distance from the seat of demand for their pro- 
duce, in a manner quite incredible to those who 
have had no opportunity of personal observation. 
There are no roads in any part of the empire, over 
which a wheeled carriage can pass for the greater 
part of the year, from any great seat of demand, to 
the distant lands to which it has recourse for supply ; 
and not 9t all uncommon, to bring raw produce 
to these great seat^, a distance of one hundred and fifty 
miie^i^pon the backs of bullocks. The costs of con- 
veyance in this mode amount, in ordinary seasons, 
to more than double the price of the produce itself 
upon the lands from which it is brought ; conse- 
quenly the price of produce at ^the seats of demand 
must be more than three times what it is at the dis^ 
tant lands that supply it ; because, besides the costs 
conveyance, the wastage, and taxes, and duties, 
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miposecl upon the produce in its transit, must be paid 
in the price, and can be paid in nothing else. 

The quantity of produce purchased upon the most 
distant lands for one pound sterling, must be sold in 
the seat of demand for three or four pounds sterling ; 
and the produce drawn from the lands in the vicinity 
of that seat, must be sold at the same price ; because 
there cannot be two prices for the same thing in the 
same market. If one-half the produce be taken for 
rent in both, the distant land from which that quan- 
tity of produce is taken, will pay a rent of ten shil- 
lings ; but the same quantity of land in the vicinity, 
will pay a rent of thirty or forty shillings ; because 
both lands are supposed of the same quality, and 
both to give half their produce as rent.’ 

The territories ceded to us are commonly upon 
the frontiers of the state from which we receive them ; 
and this circumstance, which makes tliem the more 
eligible for us, has commonly occasioned their be- 
ing made the seats of great military establishments, 
which by their demand for agricultural produce, 
have extended the cultivation, and increased the 
population and industry of these territories. But as 
these territories border upon our own, the great 
establishments by which they ‘have been occy^^ied 
and defended, Are no longer necessary for military 
purposes. No danger can be apprehended from 
without ; and to prevent internal disorder, the few 
troops we are willing, to maintain are thought to be 
more necessary within the territories reserved by the 
native state. Our administration of such newly ac- 
quired territories commonly, therefore, begins, by 
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reducing’, or removing the whole or nearly the whole 
of such establishments. 

Before, however, they are removed, or that our 
intention of removing them his been promulgat- 
ed, a settlement of the land revenue is made for 
a period of years ; and is prob^ibly rated upon a 
calculation of the average money rents, paid to the 
former Government for a certain number of years 
preceding the transfer. Or calculating upon the in- 
creased tranquillity and security that cannot fail to 
follow the removal of such large military establish- 
ments ; and the consequent increase of labour and 
stock applied to the lands, the farmers and cultiva- 
tors may be prevailed upon to engage at this rate 
for the first year, and for every succeeding year of 
the settlement at an increased rate, or at what is 
technically called a Rusudee J uma* This arrange- 
ment completed the long impatiently urged mea- 
sures of disbanding and removing public establish- 
ments, and reducing local expenditure to the lowest 
possible scale, are carried into effect. But an effect 
not calculated upon soon manifests itself in the most 
unequivocal symptoms, A very deficient market or 
no market at alMs found for the surplus produce of 
the land, which the farmers and cultivators are very 
willing^to give the Government in rent or revenue; 
but finding no market in which they can exchange 
that produce for money, they find themselves una- 
ble to pay money to the state. Government will, 
however, take nothing but mon^y in rents and 
revenue ; and unless it brings back the public esta- 
blishments, increases *10 some other shape the local 
expenditure, or reduces the assessments, lands are soon 



neriEW of the rinsT scbool, 

thrown out of cultivation, farmers and cultivators 
are thro}^'n into jail for defalcation or contumacy, 
or desert to other countries with all their moveable 
stock ; and the assessment inevitably reduces itself by 
rapid degrees through a period of disorder, wretch- 
edness and depopulation. 

* 

An increased local expenditure in public works of 
great and general utility may possibly sometimes 
suggest itself to the local authorities as of much 
greater advantage than reductions in the assessment ; 
but thv^y can have little hope that any arguments 
they can adduce will ever bring the paramount au- 
thorities to the same just conclusion^ and this is 
scarcely ever had recourse to. Mr. M’Culloch has 
told them, as he has told the absentees of Ireland, 
that the abstraction of revenue can never take away 
employment from a country, nor its expenditure ever 
give it ; and the absurdity of this doctrine has never 
yet been sufficiently exposed. The employment of 
the people, he says, depends upon capital^ capital 
is not reduced by the abstraction of revenue. If we 
turn to his Principles of Political Economy,” we 
find capital to be all’ that portion of the produce of a 
nation’s industry, .which can be mad'6 available to the 
support of human existence, or to facilitate produc- 
tion, without regard to its actual employme^ri', whe- 
ther as stock or revenue and the employment of 
the people to depend entirely upon that portion of 

^ Fugit, 92, 93, 94, and in p. 1 15, be makes man bimself capita! and 
** as much tlie produce of labour as anv other mackine.” Tbis portion 
of capital is certainly not deficient in Ireland ; and ii is ft good porlien 
nibere good nsa is made of it— bat of tbta by and bje. 
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the national capital^ which consists in food and 
clothing. If the Irish absentees take three millions a 
year in food and clothing from Ireland, it cannot be 
affirmed very consistently with such definitions, that 
no capital is thereby taken from Ireland, nor any 
thing; upon which the employment of labour depends.^ 
A local expenditure, would in such territories, pro- 
vide a salutary market in which the rude produce of 
the land might be exchanged for money, paid by the 
Government for mental and physical powers employ- 
ed for the benefit of the people ; and without it the 
assessments too often reduce themselves through 
years of wretchedness, oppression, and disorder. 

The reserved territories of the native state into 
which the military establishments Jiave been remov- 
ed, improve rapidly in extended tillage, and in- 
creased population and industry. Not only do the 
money rents, paid by the farmers and cultivators to 
their Government, return to them in exchange for 
their produce, but that collected by us in the ceded 
territories, and paid to these removed establishments, 
is distributed among them in the same manner. The 
native Government and its officers being, like our- 
selves, unacquainted with the effects of these esta- 
blishments upon tlie^value of the lands, have not of 
course |iny mbre than ohrselves, made their settle- 
ments of the land revenue with reference to (heir 
probable increase or decrease ; dnd all the increased 
value they impart to the lands in these reserved 

♦ 1 attribiiU to Mr. McCulloch the paper on absentees in the 85lh 
nnraherof tlie Etiinbnr^h Rerievr ; and regret tlint his talents should 
have hetn wasted upnpit; afidthatso excellent a piihliratinn should 
hare bees employed to circsieto so much fallacy asd sophistry. 
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territories, goes for a time to the farmers and cultiva- 
tors. Tillage is extended, stock augmented, and 
population incressed. At the expiration of existing 
leases the Prince of course shares liberally in these 
advantages ; and sometimes finds, that instead of a* 
pecuniary loss, he has by the new arrangement a con- 
siderable gain ; as all the frontier districts to which 
he had before been obliged to make annual remit- 
tances of money, now are become tributary to his 
treasury. If these districts cease to yield the means 
of paying what we require to send him indirectly 
through the medium of these establishments, we must 
furnish it from our other treasuries. 

In India the agricultural classes have little of fix- 
ed and inconvertiJ)le stock upon the land, to detain 
them ; and generally local attachments are not per- 
mitted to grow up and take a strong hold of the 
mind among them. Districts that are lightly assess- 
ed are very soon peopled and cultivated at the ex- 
pense of those whose lands are highly assessed; for 
whole families and communities emigrate with not 
only all the instruments of tillage, but all the ma- 
terials of good society in their train. Though our 
Government is always liberal, and* prepared to re- 
lieve pressure upon the agricultural classes when 
fully assured of its existence, that pressure ofien ma- 
nifests itself in the desertion of the lands, and the 
emigration of the people before that assurance can 
be conveyed. I have seen an immense extent of 
country saved from desolation by the officer in 
charge, relying upon the confidence of the Govern- 
ment in his integrity and judgment, taking upon 
himself to relieve distress and arrest the progress of 
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emigration by a great and general reduction in the 
assessment. He fell a victim to his anxiety and 
mental labours; and in him society lost one of the 
most amiable members, and the Government of In- 
dia one of the best public servatits they have ever 
had.* 

In the territories of which he had charge, the ef- 
fects of disbanding, reducing and removing public 
establishments were so great, that in a few years the 
farmers could scarcely pay the rate at which they 
had cheerfully engaged before these establishments 
were taken away, with the whole annual produce of 
their lands, sold at the price to which it was re- 
duced ; while the farmers of the reserved territories, 
into which these establishments were removed, could 
pay theirs from the sale of the chaff alone, for the 
use of the cattle. Though the subject will be treated 
more in detail in another part of this work, 1 may 
here remark, that the lands we receive in this tine 
state of cultivation, have been commonly more or 
less exhausted by long tillage ; while those of the 
reserved and less cultivated territories have for the 
most part been enriched by long fallows ; and could 
pay a higher revit, even if the advantages with regard 
to the market were, equal. From twenty to thirty 
years tillage unassisfed with manure, irrigation, 
or flooding, will reduce the finest soil in India from 
a return of twenty-fold, to one 6f three or four ; and 
generally speaking the lands of India are assisted 

^ I regret that 1 do not at preaent fee>at liberty to name tbia 
distinguished indiridiia), who was so great an ornament to the Bengal 
Civil Service ; but there iej^ot a member oi' that eerrice that will not 
know whom 1 mean. 


M 
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only by the mechanical application of the plough. 
This can only develop existing powers — it can add 
no new ones to the soil. My object is to have my 
propositions clearly understood, and my conclusions 
found applicable to Hiseful purposes; and these ob- 
jects may I liope be effected without a more parti- 
cular reference, which I do not at present feel at li- 
berty to make to the particular cases by which my 
reasoning i-' illustrated. That my statements here 
are strictly true will be acknowledged by the revenue 
department of our Indian administration; and for 
that chicliv are they intended. 

These great seats of demand, and the jnst and 
liberal a lews of one local administration, render the 
lands more valuable, and impart a feeling of per- 
manent iiitercst in, and local attachment to the soil ; 
but tiie removal of this establishment again reduces 
this value, while a less just or liberal administration 
takes advantage of these feelings of attachment, to 
exact from the fanners and cnltivators more rent than 
the lands can fairly be made to pay ; till these feel- 
ings are lost, and the lands are left waste, or lot to 
wild speculators, or needy adventurers, who have 
neither character to support, nor property io lose.* 
If native Governments outrage these feelings of 
local attachment more than we do (a thing we are 
often apt to believe .merely because we ivish to 

* Mr. UrowMe fiuuHl tlie Inncts of Fo'jpt fiivided between tbe Go. 
Ternineut And tlie (^liureh all piivate i of property in the soil bar- 
ing; disappeared iin<l'er a lonff syslem of oppiessioii. 'I’he cultivators, as 
in India, bad tlje pilvilej»e of quilting' their lands when they pleased ; 
but claimed no of ].ioperty in them. Still be found persons, 

whose families had, without any ritrUt of pl'operty in them, cultivated 
the same lands for sevornl goneraliens. 8*8 Trarels in Egypt. 
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believe it) they certainly know a great deal better how 
to create them. They encourage the forujation and 
maintenance of those links, by whicli iiuiiVs aSTec- 
tions are connected with tlie soil, wiiile we cither 
discourage or Entirely neglect Uieui. A grove of 
Tnangoc-trecs, a temple, br a reservoir, is a strong 
link, by which the afiections olAln'inan who formed 
it, and those of his posterity, are bound (o the spot 
upon which it is formed ; and though under native 
governments the oflicers may more often avail them- 
selves of such links, to exact undue rents, than under 
ours, their formation is encouraged by them and 
directly or indirectly discouraged by us. 

♦ 

It is always diflicult and commonly impossible ta 
ascertain precisely the value of lands as a source of 
money rent or revenue to Governnient ; and where- 
ver this tax tipoti the affections is imposed within 
our territories, it arises from this difficulty ; be- 
cause there is, as I have observed already, a dis- 
position as well in the government as in the European 
revenue oflicers, to relieve pressure in the public 
burthens, as soon as an assurance of its existence is 
felt. Mr. Elphiiistone, whose liberal feelings and 
enlightened iniycKare an honor to the service in 
which he has risen, and to thef government over 
which he n<l>w presides, has told us, that a large 
portion of the cultivators of tiie Poona states, before 
they came under our dominion, « were proprietors of 
the lands they occupied, subject to the payment of a 
land tax to Government ; but, that Government had 
taken advantage of their local attachments, to make 
them pay considerably morQ than what was paid by 
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mere tenants at will.* But it should not be for- 
gotten, that some preceding administration of that 
Government must have encouraged the growth of 
these feelings, by a more just and liberal policy. 

These works, such as temples, reservoirs, canals, 
groves, &c. are never in India formed with a view 
to profit ; consequently never by capitaly in the com- 
mon acceptation of that term ; bei^ause they never 
secure a claim upon the land or labour of any one. 
Under oppressive administrations, the farmers and 
cultivators of the soil, and the proprietors, where 
there are any, avoid the formations of such works, 
lest the Government officers should avail themselves 
of them, and of the feelings they create, to exact 
more rents than they should be obliged to pay for 
lands in which they have no such works and no 
such attachments — in other words to tax their affec- 
lions. In some parts of India they even avoid as an 
established rule, the cultivation of an estate upon 
which they live and have the little stock they pos- 
sess. They will not even keep and repair their ploughs 
upon the lands they till ; so that they have no local 
tie whatever, of which the proprietor or Govern- 
ment officers could avail themselves as a means of 
undue exaction. ‘Upon the estate in which they 
live they have nothing mare than tlu?ir hut, their 
plough, and their bullocks ; and in this they pay 
a tax rated upon the. plough, of about ten shillings ; 
while the tax they pay upon the lands tilled with 
this plough in another estate, varies from six to ten 
times this sum, according to the quality of the soil, 
and its distance from the seat of demand. 

* See his report upon the territorifi acquired from the Peiihira. 
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The natural powers of the richest soil ift the world 
may be soon exhausted by an uninterrupted succes- 
sion of impoverishing crops, without manure or irri- 
gation ; and to develop, repair, and improve these 
powers by irrigation and nianuru, much property and 
labour must be invested in fixed and inconvertible 
stock. But while such stock, jnstead of enriching 
the proprietor, is to furnish the means of his oppres- 
sion and ruin, he will not surely invest his labour 
and property in its formation. The greater part of 
the stock required for an improved system of tillage, 
and for the creation of feelings of local attachment, 
is of a fixed and inconvertible nature ; and if an im- 
proved system of tillage, and feelings of attachment 
to the soil be desirable, as they unquestionably 
must be in all countries, Governments should encou- 
rage its ifivestmeiit by all possible means. We are 
told by Volney, that in Turkey circulating stock es- 
caped the officers of Government, while fixed and in- 
convertible was made an instrument of oppression 
and outrage. La classe qui fait valoir les denrees 
en les mettant en oeuvre ou en circulation n’est psis 
si nial traite que celle qui les procure : la raison en 
est que les biens des artisans et des marchands, 
consi^ant ^n effects mobilieres, sont nioins 
soumis aux regards du gouveriiraent que ceux 
des payssftis.”* 

Even in the rudest or most simple state of society, 
in order to make the earth yield its fruits, it is neces- 
sary to invest property and labour for the formation 
of stock, inconvertible for a time; and a feeling of 


Ti'&vels, Cliap. 36 aud 38. 
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security in the exclusive possession for that time 
must be given, or they will not be so invested. We 
are told by Cjesar and Tacitus, that the Geriiians 
gave this security for only one year ; and vve may be 
assured that beyond the seed no iiicoiivertible stock 
was invested by them in ilic' lands they tilled. The 
former tells us, that, they changed often the scuts of 
cultivation, to prevent the acquisition of property, 
and preserve equality;^ and when industry was so 
confined, to [>revent the appropriation and improve- 
ment of the land, was an effectual mode of prevent- 
ing the acquisition of any property but flocks and 
herds. Though from the nature and circumstances 
of our great seats of demand for agricuhural indus- 
try in India — their constant liability to change situa- 
tion, to increase and decrease, and The consequent 
fluctuation of value in the lands, 1 should not think 
a fixed laud tax, or a land tax raft’d jipo7t n fired rri- 
generally expedient ;t still I think we have 
not yet in our periodical settlements given siiflicient 
encouragement to the iiivestnieiit of property and la- 
bour in fixed and inconvertible stock, absolutely 
necessary to an improved system of tillage, and to 
feelings of local attachment in the soil. 

It is absolutely absurd tfi talk of a want of capital 
upon the land in India: there is no siUli want; it 
abounds in all parts ; and is in all parts available, as 
long as the Government leaves sufficient of the annu- 
al returns to the proprietors, farmers, and cultiva- 
tors. All that is wanted is a concentration of capital^ 

* Dc Bel. Cal. L. 0. /. lOtli. 

f In aiubsequeut ebapier this be bJiowq to be tli« land tax of 
almost all £»rop«au uationa. 
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as will be explained in a subsequent chapter; and to 
this want the Ryutwar assessment is direetjy oppo- 
sed.* 1 liave said more than I intended in this chap- 
ter, on the practical application of my reasoning to 
Indian administration, because I thought it might be 
useful, and the digression will, 1 hope, be excused, 
from the motive by those who may leel no particular 
interest in that subject. 


It will appear from tlio foregoing reasoning, that 
a seat of demajid, whether a village, or a town, a 
city, or a nation, which has no cquivahuits to offer 
in exchange for land produce, either arising from the 
emplovnient of its own domestic funds and instru- 
ments, or drawoi from the employment of those of 
other places, in ])rivate incomes or public tribute, 
must necessarily depend for supply upon its own lands. 
It can have no effectual demand far the land produce 
of any other place; and is as effectually debarred 
from all purchase of the necessaries of life from 
other countries, while it continues in these circum- 
stances, as it could be by any insiirmouiitablo barrier 
of nature. The populalion of such a seat of demand 
might, at tlie same time, extend to the utmost mim- 
bers that* its cf^vn lands could h^ made to supply ; 
and the history of Kgypt, Israel, and the Grecian 
Republics may satisfy us, that a very good system of 
tillage is by ho means incompatible with a very sim- 
ple state of tastes and manners. 

If in such a state of society the lands were all 

^ How this concfiitralion can lie best effreted nlll be roiisidered in 
anoth^JT cliapter ; but nt^nn time I may say, principally by lottiiij^ 

lands iu cntaluR oi irttm tvvu hundratii to two liiousaud acres sacb. 
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distributed in private property, all taxes would be of 
necessity ultimately incident upon land rent, pro- 
vided no other fund of the necessaries of life were 
appropriated, and no other claim had been created 
by the formation of some instrument applied to the 
cultivation of the soil,*or the distribution of its pro- 
duce, The moment that any other fund is appro- 
priated, or any such instrument is formed, to convey 
a claim to others, from that moment all taxes cease 
to be of necessity incident upon the proprietors of 
land. The landlords depend upon them, as much 
as they depend upon the landlords : an independent 
income is derived from an independent claim ; and 
this income becomes liable to be affected by taxes, 
either in its acquisition or in its expenditure.. In 
this early stage of society the appropriation of land 
is no less necessary to its efficient improvement, than 
as a consequence of value, arising from the necessity 
of recourse to portions more distant and less fertile, 
as society concentrates and becomes fixed in seats of 
demand. The powers of the soil to supply food be- 
ing limited within the capacities of the other funds, 
to supply what we require from them, the object of 
all societies is to develop and improve these powers 
as population increases ; and for this- purpoje appro- 
priation seems necessary,* The Mahommudun law- 
giver, the Persian, and the Hindoo, all/ecognize this 
necessity ; and convey a right of property in the soil 
to him who by his property and labour shall render 
it available for the subsistence of man. 


♦ There is a singular coincidence in the rerr enpression of these se- 
reral law givers, as will hj and bjre be noticed in the chapter on “ land- 
tenure.^ 
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The other funds of subsistence require not the ap« 
plication of material and intellectual stock, ^ to make 
them conducive to our subsistence; and appropri- 
ation is unnecessary to them, either for their efficient 
improvement, or as a consequence of recourse to 
norse and more distant. * But as society advance?, 
and man requires something moiie than the absolute 
necessaries of life, material and intellectual stock is 
applied to these unappropriated funds, to make them 
conducive to our more refined enjoyments ; and 
though man is still left to draw freely from them 
what he requires for his mere subsistence, he is often 
made to pay a rent for them in the price of his luxu- 
ries and convenience?^. The material and intellec- 
tual stock, by which these unappropriated funds are 
made to contribute to our luxury and convenience, 
and the produce of the appropriated funds, to our 
more refined enjoyments, forms an independent claim 
unknown in the ruder and more simple state of soci- 
ety ; and this claim is made to contribute its portion 
to the public burthens of the state ; while it is, at 
the same time, made the medium of conveying ano- 
ther cl- im of the Government, upon all those mem- 
bers of the community, who partake of the enjoy- 
ments, Inilie increased price they pay. 

As this material and* intellectual stock grows up 
in society, even the fountain of light and the atmos- 
phere become appropriated, through its medium. It 
is not permitted to be applied to these funds but in 
such places, at such times, and ii\ such portions as 
the Government may please to licence ; and thus the 
powers and properties of these funds, in as far as 
they contribute to our more refined enjoyments by its 

N 
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means, are limited artificially, as those of the appro* •* 
priated funds are naturally.* Though a man may 
freely enjoy all the advantages of the fountain of 
light without, he is obliged to pay a rent for it within, 
through the medium of a tax upon his windows ; 
and though a man may breathe the atmosphere 
freely, he is obliged to pay a tax for it in the 
price of some of his enjoyments, through the medi- 
um of the instruments that extract them. It would 
be great folly to say, that the rent we paid for the 
srun, through our windows ; and that we paid for the 
atmosphere, through sucb machines, were ultimately 
incident upon land rent, unless the incomes from 
which we derived the means were composed of renU 

As society advances from the simple state, and in- 
dustry extends, individuals, who have no share in the 
appropriated funds of our subsistence, invest their 
labour, and their property in -the formation and ac- 
quirement of that stock by which their powers arc 
made available and improved ; their produce distri- 
buted, and formed into enjoyments, suitable to our 
wants and our tastes; and by the employment they 
acquire independent claims not only upon the annu- 
al returns of these funds, but upon <hose «of funds 
situated in distant countries. Others invest their 
labour and their property' m the formation and 


* Mr. Huebanan accuses Doctor Smith of mistakin|^ the nature ef 
profits derired from secrets in trade ; because he had said they vrere 

•* the high prices of their private labour and says they are no wise 
different from land renf. See his Edition of the Wealth of Nations, vol. I, 
p 9I,B. 1,17, 

But Doctor Smith nerer thought thei^^ different. See 5th EditioBi 
vol. 1 p. 225, 6. I, U, 
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niaintainance of the material and intellectual stock, 
by which the unappropriated funds are made to con- 
tribute to our enjoyment ; and by which the enjoy- 
ments of distant nations are distributed among each 
other in commercial intercourse ; and thereby ac- 
quire incomes independent of the proprietors of do- 
mestic lands* Others acquire independent claims by 
the formation and employment of that material and 
intellectual stock, which contributes to our amuse- 
ment, our instruction,., and our security ; while 
others, by the employment of material and intellec- 
tual stock in distant nations, acquire a claim upon 
the annual returns of their funds and instruments, 
which, w'hen they return home, enrich their country 
by a tributary stream of enjoyments^ 

Others again acquire a claim upon the annual 
returns from the land and labour of their country, by 
investing their property in that stock, which is nei- 
ther employed in augmenting the amount of our 
enjoyments, nor increasing the sum of theirexchange- 
able value. Such is the national debt of England ; 
and such all those private debts, which have been 
contracted without augmenting or improving the 
funds and instruments of production ; and increasing 
the revenue of thc^se upon whom the obligation to 
pay the int/rcst or profits, devolves. I do not pre- 
tend to deny, that much of the national debt has 
been contracted for the benefit of the nation ; for 
without the liberty and independence which it has 
contributed to secure,, the quai\tity and powers of 
our funds and instruments would have diminished ; 
of what they produced, a great portion would have 
flowed in a tributary stream to a foreign state and 
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the portion left us to enjoy, we should have enjoyed 
without dignity. 

In time all the members of an improved society 
become more or less independent of each other for 
the.< portion of enjoyments they receive; and the 
claim of every one “is or may be made to contribute 
its portion to those enjoyments, which are distri- 
buted to the public establishments through tliemediuin 
of the Government. The material and intellectual 
stock of public establishments is not necessarily the 
less employed for the benefit and enjoyment of the 
people, that it happens to be employed by, and paid 
through (he medium of the Government. A Govern- 
ment which does its duty to the people will pay no 
more of this stock than what it can and does employ 
for their advantage, and though in the more ad- 
vanced stages of society Governments commonly 
employ too much, In the earlier stages of society they 
have often employed too little ; and left w ithout ho- 
nest subsistence, to prey upon the very vitals of ci- 
vil society, those who would have gladly contributed 
their mental and physical powers to its support. 

As society advances and a greater VarietJ^ of inde- 
pendent incomes become acquired, to contribute 
to the support of public cstalilishments, the financial 
system of a Government necessarily becomes more 
complicated, in order to make the burthen fall more 
equally. The financial system of a nation may, 
therefore, be considered alw ays to expand with the 
growth of its material aiid intcllectual stock, 

ll'.ough indiHtry declined, and material and 
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intellectual stock disappeared in some few nations 
after their subjection to the Roman doiuimorij^ the 
general tendency of that Government was, to extend 
industry and giuginent this stock, by the formation 
of towns and cities ; the cpnstruction of great works, 
useful or ornamental ; the introduction of aSts ; 
the establishment of good laws* efficiently adminis- 
tered ; and useful institutions, religiously maintained. 
The financial system of the Romans in their dis- 
tant provinces became more complicated, as their 
dominion in them became more firmly established ; 
as the necessary consequence of the growth of this 
stock among the people. But the general tendency 
of the iiorthei ii barbarians, who conquered and occu- 
pied these provinces after the decline of this empire, 
was to destroy all this material and intellectual 
stock : depopulate the towns and cities ; subvert 
the Government, laws, and institutions established 
by their predecessors ; and bring industry back to its 
state of primitive simplicity. 

It was, therefore, their tendency to shnplifj/ the 
Jinancial system of their predecessors ; for when they 
had reduced industry to agriculture alone, and 
land liad^ becoTnc the only fund of the necessaries of 
life approprijitcd, all taxes became necessarily inci- 
dent upon the proprietors. The only thing left for 
the sovereign to consider, in ^his financial system, 
was the most convenient and equitable mode of 
taking what he required from them, and he could 

• 

♦ Epiras was a ricli, powerful, populous nation l>efore coriq»iere<l 
bjr tlie Komans, under wliom it became ruiiuMt ami depopiilate. Pniilua 
Acmelluft destroyed iuU se^Liity cities ; and earned away a buudrvd 
aud ufiy tliousaud people as s]a\ts. Strabo, Lib. 7. 
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not be long in discovering, that a plan much lest' 
simple than that of the Romans would answer his 
purpose. A justly celebrated writer has, however, 
ventured to deny that the Gauls and Romans ever 
paid taxes even immediat^jy after the conquest of 
theSFranks, because he cannot conceive how theso 
Franks should have been at first such friends 
and afterwards such sudden /o It 

u as very natural, that the Roman art of tax^ga* 
thcring should fall of itself in the monarchy of 
‘Mhe Pranks, because it was a most complicate art, 
far above the conception and wide from the plan* 
of this simple people^”* 

It would, however, be found much less difficult to 
teach the Tartars, should they now invade England 
from the banks of the Jaxartes, our complicated sys- 
tem of finances, or at least to get Englishmen who* 
would gather the taxes for them, than to prevail up- 
on them to preserve all that material and intellectu- 
al stock, those towns, cities, arts, trades, manufac- 
tures, commerce, laws, institutions, establishments, 
&c. &€. that render a complicated system necessary. 
They would, in all probability, soon simplify our 
system, as the Franks did that of the Rofnans, not 
by w isely framing a code more suitable^ to their plaa 
of liberty, but by reducing industry to agriculture 
alone, or restoring society to its primitive state of 
pastoral simplicity. We find that tlie capacity of 
these barbarians, to comprehend a financial code, in- 
stead of improving, got worse and w orse after their 
establishment; and that they could comprehend 


Esprit dei loi*, B. 30, 1. 13. 
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scarcely any thing but a tax upon heads, about the 
time that all the material and intellectual stock 
which had grown up under the Roman Government, 
laws, and institutions, had been entirely destroyed. 

Towards the commencement of the first race’* 
says the same author, wc meet with an infinite 
number of free men both among the Franks and 
the Romans ; but the number of bondmen increas- 
ed to that degree, that at the beginning of the 
third race, all the husbandmen, and almost all the 
inhabitants of towns were become slaves ; and 
whereas at the first period there was very near the 
«jame administration in the cities as under the Ro- 
mans, namely a corporation, a senate, and courts 
of judicature ; at the other we hardly meet with 
any thing but a lord Jind his bondmen.”* When 
we find society reduced to territorial lords, and 
predial slaves, wc may venture to conclude, that 
their system of taxation is ver?/ simple ; and that the 
plan of liberty or si/slem of anarchy effected this 
simplicity of their financial code by destroying the 
material and intellectual slock of the., country. 
Were the Cossacks and Tartars to conquer England 
and France, ayd enjoy the same liberty which the 
Saxons enjoyed in the one, ami the Franks in the 
other, of fi+st pillaging, destroying, and reducing 
to slavery the people, and then pillaging and des- 
troying each other, they wouM in the coarse of a 
few generations reduce our financial system to a 


♦ Esprit dcs loix, T.. 30, /. 11. 

Under the Merovingif)|i Princ(*f the tinman oities wer6 abandoned 
** to ruin and aolitude.^’ Gibbon, fol. 5, p. 143. 
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very simple form^ not far above the conception 
nor wide from the plan of a free and simple people.’* 

The system was not simplified by the incapacity 
of the ljarl)arians» to cotnpreheiid it. The taxes 
continued to l)e collected ‘^(hroug:h agents perfectly 
well acquainted with the plan, while the funds des- 
tined to pay them were preserved ; and were not all 
changed into niiliiary services till society was re- 
duced to land-proprietors and their bondmen ; in- 
dustry confined to agriculture ; and no eqnivalant 
any where to be found to receive in exchange for 
land produce, and offer in taxes to Government. 

Though the financial systems of most European 
nations are, no doubt, more complicated than is re- 
quisite for an equitable taxation ; that system, to be 
equitable, must necessarily become more and more 
complicated as society advances, industry extends, 
and nations improve in wealth and enjoyments. It 
was very sensibly observed by Arthur Young, that 
taxes ought to bear lightly upon an infinite num- 
ber of points, heavily upon none ; and that simpli- 
city in taxation was the greatest additional weight 
that could be given to taxes, and pnghtjn every 
country to be most sedulously avoided.”* And 
the same author has observed* of the itnpot unique^ of 
the School of Quesnai. “ I know not whether Mr. 
Locke was the original father of the doctrine, that 
all taxes, laid in any manner whatever, fall ulti- 
mately on land ; but whoever started or supported 
it, contributed towards the establishment of one of 


TraTitlf In France, vol. 1, p. S06. 
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the most dangerous absurdities that ever disgraced 
common sense/’* 

That they are not so incident where industry has 
extended, has, I believe, been Sufficiently shown in 
this chapter ; and in the next chapter I hope to show, 
still more satisfactorily, that the*conclusionof econo- 
mists, that all taxes must fall upon the wages of la- 
bour, the profits of stock, or the rent of land, actual^ 
ly employed in producing and bringing to market ; 
and, consequently, that if they cannot fall upon one 
of the three, they must all fall exclusively upon two ; 
and if they cannot fall upon two of the three, must 
all fall exclusively upon one, is a conclusion founded 
entirely upon false premises* 

* Tri^Tfls in Franca, toI. 1, f, 590. 
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To the Proprietors of East India Stock. 

The measures announced by your Executive 
Body, in Ihe Gazette of the 7th instant, as having 
been adopted, involve some considerations which 
cannot be unimportant to you. The following is 
a copy thereof : — 


“ East India House, July 6, 1821. 

“ The Court of Directors of the United Company of 
Merchant^ of England trading to the East Indies do 
hereby give notice, 

** That measures having been adopted which may lead to 
the discharge of a large portion of ihe existing six per cent. 
Indian loans, the Company^ s loan-creditors resident in 
Europe are hereby apprised of the circumstance that they 
may furnish their agents with instructions accordingly. 
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The Court have authorised their Bencjal Government to 
open a new six per cent, loan in India, to which the present 
.six per cent, ohligations are transfer able. The terms and 
conditions of the new l^ian may he known o^n application to 
Mr. Medley f at the Accounlaht-GeneraVs Office at this 
House, 

“ Josiirii Dart, Secretary'^ 


Tlie prosperity of the East India Company is 
on every aec onnt so innch to be desind, and the 
interests il eiul>raees are so imporlanl, in a na- 
tional point of view, that no individual in the 
kingdom can look with an eye of indilference 
upon any measures which, either iinmedialely or 
remotely, are calculated to shake its credit or 
diminish the reputation of your Executive Body 
for fair and honouraliLe conduct. 

The high character of the memliors who at 
present compose your Executive is pledge that, 
except from the fallibility of human judgement, 

, I 

no public act would originate witli them capable 
of being successfully impugned as contrary to 
the principles of justice, and, most assuredly, it 
warrants a confidence that such act would not 



be persevered in, if shown to be obnoxious to 
such iinpulaiion. 

It is, Ijowever, from*a deep conviction, that the 
recent measures of your Court of Directors are 
pregnant with consequences highly injurious to 
many of the public creditors of the East India 
Company, contrary to the obligations of implied 
good faith, and impolitic in their tendency as 
respects the real interest of the Company itself, 
that I am induced to submit to you tlie facts and 
reasonings which have, in the minds of many per- 
sons, established such opinion. 

In the following statement, therefore, whilst it 
will be necessary to deal plainly with facts, and 
to give necessary force to the arguments deducible 
from them, it must be remembered, that they are 
addressed to measures, not to individuals : those 
measures, eveii if originating m wrong views of 
the subject, are clothed with the great apology 
which belongs to the public character of your 
Court — the individual talent and reputation of its 
members, and the public confidence that they 
have their origin in views of public expediency. 

By the advefris€ment which has been recited 
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those persons interested are informed that mea- 
sures have been a4opted which may lead to the 
discharge of a large portion of the existing 6 per 
cent. Indian loans. • Now, the aggregate amount 
of those loans is about 30 crores of rupees;* of 
this amount about fourteen crores consist of pro- 
missory notes, bearing date January and June, 
1811; the residue, or about 16 crores of notes, 
of six other loans of various dates. By the con- 
ditions of the loans of January and June, 1811, 
the interest is payable half-yearly, at the option of 
holders of notes therein, either in cash in India 
or in bills upon the Court of Directors, at 2s. 6rf. 
per sicca rupee, payable six months after sight as 
respects'the loan of January, and twelve months 
after date jis respects that of June, 1811. The 
principal amount, however, of both those loans, 
when the Company shall declare the same for 
payment, is payable only in cash at Calcutta. In 
regard to all the subsequent loans, the interest is 
payable half-yearly, either in cash or in bills at 
12 months’ date, .but when the principal amount 


Crore is 100 lacks, and lack i50C,000 rupees. 
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shall be declared for payment, the proprietors of 
those notes may either demand cash or bills upon 
the Court of Directors, to be drawn at 2s. Qd. per 
sicca rupee, and 18 months after date, the Court 
having an option of delaying payment for three 
years, allowing interest at 5 per cent, per annum, 
after the date on which the bills fall due. It is 
further declared, by the same advertisement, that 
a new 6 per cent, loan is to be opened at Calcutta, 
into which the notes in any of the precedent loans 
will be received in subscription, and reference is 
made to the proper officer at the East India House, 
from whom the terms and conditions of the new 
loan may be learned. Those terms and conditions 
are, that it shall not be paid off for ten years ; the 
interest shall be payable half-yearly, at the option 
of the proprietor, either in cash in India or in bills, 
to be drafPn 'Ofi the Court, at the exchange of 24'. 
per sicca rupee, and the rate or value at which the 
notes in old loans are to be transferable to the 
new loan is to be left to the decision of the Go- 
vernor-General. 

The fair interpretation of the words of this ad- 
vertisement is, tljat the Company, bond Jidi, intend 
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to pay Qff a portion of their present funded debt ; 
and no proposition can be more distinctly ac- 
knowledged than 'that they have a right to pay off 
their creditors whenever tliey are able, nor, how- 
ever inconvenient to the latter, have they any pre- 
tence for complaint ; the Court of Directors, in- 
deed, may be said to owe it as a duty to the Com- 
pany to apply the resources that may spring from 
your increasing revenue to the gradual extinction 
of your debt, but a positive discharge of your 
funded debt is not at all the character of the pre- 
sent measure ; it is, in fact, neither more or less 
than an attempt to force the transfer of your pre- 
sent loans to another, of which the terms are less 
advantageous to the public creditors. 

Under the orders now transmitted, the Bengal 
government must proceed to declare for dis- 
charge the loans of 1811, it being a ci^^idition of 
«• 

the register-debt that the promissory notes there- 
on shall, when discharged, be paid according to 
priority of date and number, the extent of those 
loans being about 1 4 crores of rupees ; and it is 
notorious to every one at all conversant with 
Indian affairs, that the Treasui;^ there is not and 
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cannot be supplied with any sum approachinj? to 
that amount; nor is it within the experience of the 
details of a former measure very similar to the 
present reasonable to suppose that, in order to 
accomplish tin; present object, it will be necessary 
to collect above one-fiflh part of that sum. But 
if it he a fact that there exists a power on the 
part of the Company, from the operation of par- 
ticular circumstances, to compel the transfer of 
their present loans, with a sum vastly inferior to 
their extent, is the exercise of this power de- 
fensible upon any one plea of justice? The effect 
to he produced upon the property of the present 
holders of Company’s fj per cent, paper, by the 
success of this measure, cannot be precisely 
c[UOled in its extent, because it is not possible to 
foretel what discount the new loan may fall to as 
compared" vrWi the average value of the present 
loans of 18n. It is certain that, at the date of 
the last accounts from India, the notes in those 
loans were saleable at a'preniiiiin of 6 or 7 per cent, 
hut it is quite clear, that those who made i'west- 
ment of their money therein, for the purpose of 
income in this country, will receive less in in- 
terest by 20 per cent, on the notes in the new 
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loan than at present they do ; that is, a person 

who received in interest, sicca rupees 6000 per 
% 

annum, had bills remitted at 2^. 6d. for . . ,£750 
The interest in the new loan, rupees 6000, 

at 2s. will be only 600 

It is equally true that the adverse exchange of 
2s. per sicca rupee, at which the interest in fu- 
ture is to be payable, must diminish the market- 
price of the new loan, even in the case of those 
who did not make investment of their money for 
the sake of remittance to this country ; every cre- 
ditor, therefore, in the non-remittable loans of the 
Company becomes injuriously affected. 

A little consideration will serve to show how it 
comes to pass that, without the means of paying 
off their funded debt, the Company are in a con- 
dition to proclaim that debt in course of discharge, 
and compel an advantage to therasCivertipon one 
mode in which they conditioned to pay the inte- 
rest. The creditors of the C<mipany are the na- 
tives of India ; Europeans resident there (chiefly 
their own servants) ; and persons resident in this 
country. These various classes of their creditors, 
thus scattered, can scarcely he^^brought to act 
together for a common interest: very many of 
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them in India, however they may feel the* injury, 
still as public servants are in all cases averse to 
oppose themselves to measures of Oovermnent, 
and in many cases would feel restrained from so 
doing from the nature of the situation they hold 
in the service ; but, in either case, so far as they 
are concerned, it is difficult to suppose that in any 
public form they could unite in opposition. It is 
however true, that the only circumstance that 
could defeat this measure would be, that the hold- 
ers of notes in the loans declared for discharge 
should combine to receive the amount in cash 
until the means of payment on the part of the 
Company were exhausted ; but this can scarcely 
be expected ; for, as the commercial community 
of India could not immediately employ even three 
crores of rupees, those creditors who to that ex- 
tent should "receive cash for their notes would 
be compelled to keep it in unproductive deposit 
for an indehnite length of time, they must thus 
sustain a positive loss, and it is at least question- 
able whether this would be actually incurred for 

* 

the sake of defeating a measure of the Company, 
and to protect the interest of creditors whose notes 



12 


are re^stered lower down in the register than 

their own ; whether, in facj, A to D would sub- 

% 

ject themselves to actual loss, though undefined 
in its amount, in order that E to H might not be 
exposed to the same injury. In a former case 
this was partially attempted, but failed ; the con- 
sequence then was, that, with about five crores of 
rupees in the Treasury, the Company succeeded in 
compelling the holders of their paper bearing in- 
terest at 8 per cent, to transfer the same into the 
existing 0 per cent, loans, and with that profit- 
able lesson of experience before them, may 
they with reason look to great probability of 
success in a repetition of the same kind of experi- 
ment. 

The success of the present measure, then, it is 
shown, must deteriorate the market-value of the 
property of the Joan-holders, anJ'iu case of ab- 
sentees from India, who look chiefly to income 

arising from that source, its effect is to reduce it 

« 

20 per cent. It is obvious, from a little reflection 
upon the previously-quoted particulars of the 
terms and conditions of the now-existing 6 per 
cent, loans, that those persons'wfeo hold notes in 
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the loans of January and June, 1811, must earliest 
sustain injury ; because, as the option of pdyinent 
of the princi])al in this country was not a condi- 
tion of those loans, and t Vy are first on the gene- 
ral register, the Company are free to proceed with 
confidence to the discharge, as it is termed, of that 
part of llieir debt. Now, it so happens that the 
0 per cent, loan of January, 1811, al)sorbed, by 
transfer, the largest portion of tlic 8 per cent, loans 
when they were discitarged. At that period 
many of the Company’s servants both civil and 
military had fjuitted Imlia, in the confidence, 
that the Company would not, at l(‘ast by any fic- 
titious means, discharge those loans, leaving 
their property in them, and in most cases the 
notes themselves deposited in the hands of the 
oflicers of the Indian governments, with instruc- 
tions to remit the interest as it became due. In- 
dividuals, ili^^yfore, prior to 1811, possessed of 
Company’s paper to llv? extent of a lac rupees 
bearing interest at 8 per cent, received annually, 
at an exchange of ‘2.y. Gd. per sicca rupee, 

By the discharge of the 8 per cent, loan 
in 1810, and the transfer of their proper- 
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ty to the 6 per cent loans, their income 

became reduced to ,£750 

By the discharge again of those very 
6 per cent, loans, into which the transfer 
of 8 per cent, paper was made, their in- 
come will now be reduced to 600 

thus, in the space of ten years, after having re- 
tired from the public service of the Company, 
they tin(| their income dwindled from ^1000 to 
^600 per annum, and are driven, of necessity, 
eitherto submittothat reduction, or, by employing 
an agent to receive the cash, to sustain such loss 
as may occur from its necessarily remaining for a 
time unproductive, or to order its remittance 
to this country at a considerable sacrifice. Ju 
order to estimate fairly whether the present mea- 
sure of the Company is or is not a violation of 
implied faith it is necessary to consider whether, 
in fact, the condition of paying fhe reduced rate 
of interest of 6 per cent, in bills at 2«. 6d. per 
sicca rupee was or was not the consideration 
that mainly influenced those individuals in par- 
ticular, as well as the creditors at large, to con- 
sent to transfer their property from an interest of 
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8 to an interest of 6 per cent. In the case of 
persons whose chief object was the realization 
of annual income in England it is not to be 

9 

entertained for a moment as a serious proposition, 
that, if the condition of the 6 per cent, loan of 
January, 1811, had been that the interest should 
be payable in cash or in bills at 2^. per sicca 
rupee, they would have subscribed their pro- 
perty to it at all. It was too monstrous an idea 
for a moment to have been entertained that, 
after the Company bad succeeded in reducing 
the amount of annual interest on their whole 
debt from 8 per cent, to 6 per cent, which on 
thirty crores of rupees is sixty loes or £750,000 
per annum, the Court of Directors would, at a 
future but no distant period, again proceed to 
diminish the payment of the reduced rate of 
interest 20 per cent, move, if the creditor availed 
himself orofie of the two mo(Jes in which the 
Company conditioned with him to pay that in- 
terest. It is, indeed, incontestible, upon every 
principle that can be supposed to actuate men of 
sane minds, that they did not and could not cal- 
culate upon the future discharge of the Com- 
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jtaijy's 6 per ccnf, Joans, except in tJje degree 
tJiat llie* improvement of their revenue would 
admit the actual fide jiayment of the princi- 

f 

pal, in order to relieve themselves from the onus 
of paying interest at all upon such portion ; but 
it was quite impossible that they should look to 
see one 0 per cent, loan extinguished by another, 
that any financial juggle would be practised from 
the Com])any’s advantage of unity of action over 
the broadly-scattered interests concerned ; it 
might, in fact, as reasonably have been antici- 
pated that they would reduce the interest to 6 or 
even 4 per cent, or pay the interest of 6 per cent, 
in a debased currency. 

There are few, if any, disinterested j)ersons 
acquainted with the course of proceedings 
adopted by the Company’s authorities in India at 
the period when the 8 per cent, loans were dis- 
charged that will pretend to defertu tliose pro- 
ceedings as just, or find any apology for them 
upon those principles of fair dealing which govern 
the transactions of individuals: at that period, as 
now, the Company neither could have paid nor 
have intended to pay off the debt they declared 
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to bo in course of discharge; ihc measure in 
itself was unjust and all its details of the same 
character; the difference, however, between that 
act and the present is, tliat the former was more 
bold in its conception as an experiment : there is, 
at least, this essential difference, that the expe- 
rience is now obtained of tliat which was before 
speculation, namely, that the public creditor is 
almost unqualifiedly at the mercy of the Com- 
pany. At that period of time, the Company’s 
funded debt was not, as noxvy exclusively regis- 
tered at the Presidency of Bengal : there was a 
register-debt at each of the three principal Pre- 
sidencies, consequently, when the 8 per cent, 
loans came first to be put in progress of dis- 
charge it was necessary to provide at each of 
those Presidencies such means of payment as 
seemed likely to be called for, and, accordingly 
cash was scut to and fro to fufruish the different 
treasuries. It is alsa important to observe, that 
then a considerable part of the 8 per cent, debt 
was, when paid off at the different Presidencies, 
subject, at the proprietor’s option, to be de- 
manded in bills upon the Court of Directors, and 

u 
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the portion of the debt guaranteeing that privilege 
was of such magnitude that the Indian Govern- 
ment did not deem it prudent immediately to 
attempt the discharge of the 8 per cent, loans by 
opening others at an interest of 6 per cent. ; on 
the contrary, by degrees, and as they declared 
for discharge those loans that might be thrown 
upon their London Treasury in bills, they opened 
other 8 per cent, loans, the principal of which 
was payable, whenever the Company should 
please, in India only, into which, at a premium 
to the holders of the remittable loans, their notes 
were received in subscription ; whilst cash-sub- 
scriptions to the new 8 per cent, loans were re- 
ceived at a premium of 2 and 3 per cent, to the 
Company ; that is, a remittable 8 per cent, note 
for R* 100 was exchanged for another in the new 
loan for R’ 102, and a cash-subscriber for R'' 102 
or 103 received a note for R’ 100. Proceeding 
in this mode, so much of the remittable paper 
came to be dischai^ed as, with due care in re- 
plenishing the Treasury in London, it was con- 
sidered would enable the Company to meet any 
demands that could arise from the extent to 
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which it was probable bills would be demanded 
for the then outstanding notes in the 8 per cent, 
remittable loans ; to meet this, tlie treasure w'hich 
had been collected at the various Presidencies, 
in great part, came to be transported to London, 
for, in point of fact, more was taken in bills than 
had been calculated upon as probable. 

The Company having thus cleared the register 
from what was deemed an inconvenient extent of 
remittable paper, by transfers to new 8 per cent, 
loans, proceeded to declare those identical loans 
in course of discharge, and some notes were, in 
point of fact, paid off before they had been twelve 
months in existence: the cash-subscribers, who had 
paid a premium of 2 and 3 per cent, had, therefore, 
to elect between receiving the amount of their mo- 
ney again, at tlie loss of the premium, or to sub- 
scribe the notes to the new 6 per cent, loan, 
which was simultaneously opened by the Bengal 
Government, and into which the 8 per cent, notes 
were received at a premium. It is not to be sup- 
posed that these proceedings were in India 
deemed equitable ; and some MtdUipt was made 
at Calcutta to defeat the plan, where a few indi- 

B 2 
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vidiials,, ill the first instance, did, to a certain 
loss, from the impossibility of profitably employ- 
ing the cash, so teceive the amount of their 8 

I* 

per cent, notes ; but it was soon discovered that 
this, from the diversity of interest and character 
on the part of the loan-holders at large, could 
not be sufiiciently acted on, and the reduction of 
the rate of interest from 8 to 6 per cent, on the 
whole funded debt of the Company became ac- 
complished with a degree of ease that the pro- 
jectors of the scheme, in their most sanguine 
mood, could not have anticipated ; and it ..has 
been proved in experience that the Company’s 
credit still remained firm and unimpaired. They 
have been enabled to borrow money up to this 
period at an interest of 6 per cent. ; the former 
reduction of their interest had been almost for- 
gotten, and, though its injustice was still univer- 
sally acknowledged, when the discussion chanced 
to arise, it never entered into the contemplation 
of any creditors 4hat their diminished property 
would become subject to a second purgation; 
however true in the abstract, that the only gua- 
rantee of security to the creditors of a public 
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hody is the experience of its having k«pt faith 
inviolate, the creditors, by a strange fatality, 
seem to have acted upon the Very converse of 
such proposition, considering that the former 
enormous advantage, gained by the Company’s 
reduction of interest, was a sure pledge that they 
should be guaranteed in the safe enjoyment of 
their diminished means, and that no public act 
of the Company should, in future, have the 
effect of deteriorating the value of their property. 
The minds of the Company’s Indian creditors 
were quite satisfied tljat no measure similar in 
any respect to the former would be attenipted ; 
such confidence has raised the value of their 6 
per cent, paper to a premium, fluctuating neces- 
sarily in degree, but preserving it steadily of su- 
perior value to other securities yielding like 
interest; the promulgation, therefore, of this 
measure will be received in India with the utmost 
surprise and dismay, and still more from the 
quarter whence it originates ; for it is unquestion- 
ably true, 'that, in that country, a high opinion is 
entertained on the part of the British and native 
community of the justice and consideration of 
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7 our executive body here; nay, at this moment 
of time, it is generally believed, that the Court 
of Directors werfe not the authors of the former 
scheme, but, on the contrary, that they were, at 
the period of its accomplishment, opposed to its 
principles, on the grounds of their injustice and 
impolicy. 

It now remains to offer a few suggestions upon 
the tendency of this measure as it may affect the 
interests of the East India Company. This in- 
volves its expediency in relation to particular 
circumstances, presently operative, and its more 
large and general policy. 

In regard to its expediency, there are two 
ways in which it is to be viewed, namely, as it 
may operate to avert an inconvenient and con- 
tinued drain upon the Home Treasury of the 
Company, and, as a question of gaio> produced 
through the medium of a tax of 20 per cent, 
upon payment in this country of interest on,%eir 

V, * 

Indian debt. It» is generally believed, and 
scarcely a doubt exists on the subject, that the 
primary motive of the measure is to avert such 
heavy payments in this country as the Court have 
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recently been subject to, by stipulating for so 
considerable a depreciation in the rate of ex- 
change for interest-bills in the tiew loan, as shall 

t 

have the effect of preventing the interest being 
taken in bills. Those payments have been in- 
creased to an unprecedented extent of late, owing 
to the depressed state of commerce between 
Europe and India. The tardy and unprofitable 
sale of merchandize here has extremely limited 
the means of remittance home through commer- 
cial bills ; and the rate of exchange, consequently, 
has been so unfavourable as to cause nearly all 
the interest on the Company’s funded debt to be 
demanded in bills on the Court of Directors, 
which have been negotiated in India, to the great 
advantage of the parties. If the Company suc- 
ceed in discharging the loans of January and 
June, 1811, which, collectively, amount in prin- 
pipal to the fourteen crores of rupees, and the 
^l^erest on which, at 6 per cent, is R’ 84,00,000, 
or, at 2^. Qd. per sicca rupee, ^1,050,000, they 
will deprive India of the means of remittance to 
that extent, except in times when the rate of 
exchange shall be 2s. per sicca rupee ; but there 
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will still, remain on the present register of their 6 
cent. Indian loans the whole of those, the prin- 
cipal of which, \thcn in course of payment, can 
be demanded in bills on the Court of Directors ; 
these amount in the aggregate to 16 crores of 
rupees, and the annual interest is <£’1,200,000, so 
that, if it be admitted that the value of bills on 
England is regulated by their abundance or 
scarcity, it seems quite clear that the cflTecl 
of averting the possibility of their being called 
upon to pay interest on the loans of January and 
June, 1811, will be to render it more certain 
that the full demand will be made for interest-bills 
on the residue of their debt, viz. £1,200,000, 
and there is every reason to believe that, until this 
period, which is peculiarly influenced, from the 
causes above noticed, the amount of the whole 
demand for interest on their present debt has 
never nearly equalled that sum. The demand 
for bills upon the Court of Directors is always 
great or small, in proportion to the relative differ- 
ence between the commercial rate of exchange 
and the Company’s rate of 2^. 6d. and experience 
has proved that, with rare exception, the former 
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is more favourable than the latter ; if, t^ierefore, 
we are to presume, which it is quite fair to do, 

that the stagnation of Indian cdnimerce will pass 

• 

away, then the demand for Company’s hills will 
not continue to exist ; if, on the contrary, it shall 
not improve, then even the unfavourable rate of 
exchange of 2s. per sicca rupee will not have the 
effect of further limiting the calls on the Com- 
pany’s London Treasury than shall be caused 
by the difference of 6V/. per rupee in the ex- 
change on R* 84,00,000, or <£’210,000. The 
promulgation of this measure in India is calcu- 
lated to depress the commercial exchange for a 
longer period than would otherwise be the case, 
by making persons distrustful of continuing their 
property in the Company’s funds, and creating 
a consequent increased desire for remittance 

home. Upon the merits of the case, therefore, 

* 

as a question of expediency, even it does not 
seem adequate to the object ostensibly pro- 
posed. 

With respect to the policy of the present 
measure, either as immediately or remotely it 
may effect the interests of the Company, a few 
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observations occur. is unnecessary to dilate 
upon the importance of keeping^ faith with 
the public creditor; it is to be presumed 
that in this instance the Court of Directors 
do not consider its violation to be involved, 
but out of that Court no person interested 
will entertain such opinion ; and without access 
to the reasonings which have influenced the deli- 
berations of that body, it is diflicult to conceive 
that the course adopted by the Company can, by 
any who are not intrusted, be adequately defend- 
ed. But, apart from all consideration, as to the 
fact whether or not the obligations of good faith 
are violated by the measure, it will scarcely be 
denied, that its policy can only be established 
by future experience of its success, or by show- 
ing that the object in view could not be accom- 
plished in a mode less injurious to the interests 
of the creditors on the Company’s funded debt. 

In the course of this dissertation it has been 
stated that, on ocoasion of the former reduction 
of interest, success was complete, and that it 
was operated by the exercise of those peculiar 
advantages possessed by the Indian government, 
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who were long silently p^i^paring the way, whilst 
the public creditor, ignorant of all intention of re- 
ducing the rate of interest, was tempted, from time 
to time, to dispossess himself, by transfer into new 
loans, of that description of 8 per cent, notes 
which presented, from the aggregate amount, so 
formidable an obstacle to the scheme ; the influ- 
ence of Government there, which is a great 
make-weight, was actively employed, but it will 
scarcely be denied, that the most powerful 
facility was aflbrded by the confidence or credu- 
lity of the public, who, in the dark as to the 
ultimate aim of Government, conceived that its 
only object was to effect a change in the condition 
of the register debt, as related to the option of 
payment of the principal, to cancel the option of 
demanding it in bills on the Court, and to make 
it more essentially an Indian debt; nor is it 
hazarding too bold an assertion to state that if, at 
that period of time, the creditors could have 
anticipated that the Company, intended to reduce 
the interest on their whole debt, they would 
never have transferred the notes they held in re- 
mittable loans to such an extent as would have 
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enabled the Indian Government to effect their 
object: but, upon whatever premises tlie expec- 
tation was foimded for the continuance of an 8 
per cent. register-dSbt, it has been proved quite 
delusive; the conditions upon which they then 
invested their property in tlie Company’s funds 
were violated, and a sudden and most material 
change was created in the value of properly. 
With that experience, and the present further 
attack upon it, is it quite clear that the Company 
will succeed in what is, however it may be set 
forth in words, neither more or less than the 
compulsory transfer of the existing 6 per cent, 
loans? It is, at least, questionable, whelljcr the 
same causes will, in this case, produce like re- 
sults. On the contrary, may not the apprehension 
of further mischief, the opinion that there is 
nothing permanent in the conditions of the Com- 
pany’s register-debt, produce all that was for- 
merly wanting to defeat the Company’s success, 
by combining so nyany creditors in a common 
cause for general beneht as shall be competent to 
exhaust the limitipd means that can be collected 
for the present purpose, and render it imprac- 
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licable for a fictitious decjaration of payment to 
inflict an injury upon the creditor: but, for the 
sake of the argument, be it oonceded that the 
Company can, in this way, accomplish the ex- 
tinction of the loans of January and June, 1811 ; 
it will be but a half measure, unless the remittable 
loans are, likewise, similarly discharged ; and, in 
this respect, the difficulty, as from the course of 
these reasonings is obvious, must be great indeed,' 
but if they do succeed, it must be by giving a 
larger bonus to the holders of that description of 
paper : they must deal diflerently with the two 
sets of creditors, and yet, if any class of their 
creditors merits the grace and favour of the Com- 
pany, it is that class whose properly was trans- 
ferred from the 8 per cent. Joans to the 6 per cent, 
loan of January, 1811. 

The present measure is only capable of defence 
upon the ground of imperious necessity; but 
what an admission is so implied ! ! ! that the Com- 
pany are not able to pay the. interest upon their 
Indian debt in the conditioned mode, that very 
mode having essentially been the motive that in- 
duced persons to invest their money in the loan. 
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In such relative situation of the Company and 
their creditors the latter have a right to expect, 
as a condition for relinquishing one advantage’ 
that an equivalent should be granted ; least of all, 
should they be subjected to a loss of 20 per cent, 
on the interest, for no better reason than that it is 
inconvenient to the Company to pay it at all. It 
should rather have been expected that the Com- 
pany would have opened a loan at a superior rate 
of interest, into which generally the present 0 per 
cent, loans might be transferred, or that a sepa- 
rate one should be opened into which the half- 
yearly interest alone should be subscribed at a 
bonus commensurate to the difference between 
the Company’s exchange of 2s. 6d. and that at 
which bills on England were procurable. Into 
such a loan, particularly in the present abund- 
ance of money in India those persons who had 
no personal occasion for funds in this country, 
the natives of India especially, would rather 
have paid their interest than have taken the bills 
and sold them for cash ; or the Indian Govern- 
ments might have become the purchasers of the 
bills upon the Court. Either of these modes 
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would have been a fit application of the Com- 
pany’s resources there; no violation of good 
faith could have been imputed ; any thing, in 
short, would have been* more just and politic, 
and, in all probability, much more efiTectual than 
the affectation of a power, beyond their actual 
means, to discharge the loans from whence such 
bills are derived. 

This measure is, therefore, condemnable, upon 
every view of which it is susceptible, for its in- 
justice, as it affects all their creditors, especially 
the retired servants of the Company, and those 
helpless and unfortunate widows and orphans 
whose dependence, in whole or in part, is on 
property thus circumstanced, and for its impolicy, 
as it relates to the future credit of the East India 
Company ; for, however high it may stand at 
present, the time has been, and of no very re- 
mote date, when it was held in au inferior degree 
of estimation. Amongst the causes which have 
improved and confirmed that credit was the 
establishment of a funded debt, upon a general 
register, by which the creditoi; seemed to be 
secured in the enjoyment of certain advantages ; 
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those advantages, with the security of the Com- 
pany, have in different times of need made their 
Treasury the depository of the growing forlimes 
of their own servants,* and the wealth of tlu* 
princes of India, and the native subjects of all 
parts of that country, even when the current 
rate of interest was higher in other quarters ; 
that it should so continue to be in time to come 
is not unimportant to the security of our Indian 
empire, but it will only be so in proportion as 
the conditions of that register are maintained invio- 
late : temporary causes may throw the creditor 
at the Company’s mercy, but if the opinion shall 
become established (and it is threatened from 
the nature of this measure) that the Company 
will M atch and seize the occasions as they occur 
of bettering their resources at the expense of the 
creditor, a vital blow will be struck at its future 
credit. It should be remembered that the pre- 
sent ascendancy of the Company in India has 
entailed a heavy debt, not disproportionate, per- 
haps, to the arduous struggles maintained, nor 
to the present flourishing and secure state of 
their possessions, but the day may, nevertheless. 
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come when that which has been acquired at such 
expense must be maintained by almost equal 
means, and the facility or the advantage with 
which, in the day of need, those means will be 
available, must, amongst other causes, mainly 
depend upon their reputation for good faith in the 
time of prosperity. 

I have endeavoured to point out, in the course 
of these observations, the serious injury that must 
be entailed upon the public creditor ; that such 
injury is to be operated by means which, from 
the relative situation of the, parties, places the 
creditor at the mefcy of the Company in a way 
not analogous to any that can obtain in the trans- 
actions between individuals; the most striking 
feature of difference being that, as the Company 
are not pledged to pay the principal of their 
loans at any [)recise time, whilst the creditor is 
always liable to be paid off, the Company may stop 
at the first point of practical difficulty. I have 
also laboured to slrow that the measure is liable 
to defeat, and that the continuance of those cir- 
cumstances which appear to have caused its 
adoption, must render it of no effect in relieving 
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the home Treasury. It is difficult to believe that 
it has any equitable basis for its support, and to 
be hoped that it may yet be reconsidered ; in 
truth, I have infinitely less personal stake in 
the success or abandonttient of the scheme than 
very many under whose observations this state- 
ment will fall, and certainly no temptation to 
excite prejudice against the home or foreign 
authorities of the Company, collectively or indi- 
vidually, but I do feel a great desire that such 
revision may take place as shall prevent the 
sacrifice of the property of the public creditor 
and vindicate the reputation for good faith on 
the part of the East India Company. 

A PROPRIETOR. 

London, 27tli July, 1821. 
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INTRODUCTORY REMARKS. 


Immediately on being made acquainted with 
the Plan of Finance adopted by the Honourable 
Court of Directors in June last, I prepared a Paper 
of remarks on the subject, partly for the purj^sc of 
satisfying the inquiries of different friends who 
were interested in the result, and partly in the 
hope that the Honourable Court might be induced 
to re-consider a measure, whose more remote con- 
sequences had not, I suspected, been foreseen or 
embraced in their full extent. 

It became, subsequently, a question with me, 
whether I should make any public use of this 
paper; but not being able to satisfy myself tlu^ 
my interference would answer any useful purpos«j, 
I determined to stand aloof, and to remain a sileh' 
spectator of proceedings which it was not in 
power to influence in any benefleial manner. 

The intelligence lately received, of the Plapi of 
Finance, published by the Supreme Goveriun^t of 
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India, on the 1st May last, has recalled my atten- 
tion to this question, and has given me a different 
feeling upon it ; for as the public creditors have 
now presented to tl^em something like an alter- 
native, it may be of use to .put them in possession 
of all those circumstances which ought to be at- 
tended to in making their election. 

In point of fact, too, the Honourable Court of 
Directors are called upon to deliberate anew upon 
a choice of measures, for there arc at this moment 
two d^tinct plans, nearly contemporaneous, to 
which the different authorities abroad and at home 
stand pledged, and which cannot both, I presume, 
be carried into execution. I am quite aware that 
it is highly inconvenient for a government to re- 
trace its steps, and that any thing like vacillation 
in the public councils is generally symptomatic of 
weakness ; but in this case something must be un- 
done, and it may fairly, then, admit of question, 
whether it might not be less inconvenient at once to 
supersede both plans, if a substitute for them can 
be found of a less objectionable character. Such a 
substitute I have endeavoured to devise, and it is 
now my intention to submit it, with the utmost 
deference, to the consideration of the parties con- 
cerned. 
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The late advices from India would enable me to 
correct some errors in my statements, as well as to 
shape my predictions in a way to correspond more 
nearly with the event; but I /think it both more 
candid and more prudent to allow these errors to 
appear, having no wish that greater weight should 
be given to my opinions and anticipations than 
they really deserve. 

As a candidate for public favour, it is my interest, 
as it certainly is my wish, to conciliate the good 
will both of the Honourable Court of Directo;^ and 
of their Indian creditors, who are in many instanc<» 
proprietors of India stock ; but it is at the same 
time my duty, (if I come forward at all,) to state 
what I believe to be the truth ; and this I have 
endeavoured to do in the plainest and simplest 
manner. 

I cannot persuade myself that any just exception 
can be taken to my engaging in a- calm and fair 
discussion of a question of grfeat public interest ; 
and as I certainly feel great deference and respect 
for the high authorities whose measures I propose 
to canvass, my language will, I hope, be found to 
express this prevailing sentiment. To place myself 
in hostile array against that power, whose servant 
I have long been, would bo as repugnant to my 
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inclinations, as it would be inconsistent with my 
sense of duty. 

I have been induced to prefix to my remarks on 
the late financial proceedings, a brief summary of the 
advantages derived by Great Britain, from the pos- 
session of British India. This little dissertation 
was not absolutely necessary to the proper under- 
standing of the argument which follows; but it 
appeared to me, that it would be a useful intro- 
duction to it. Many individuals in this country 
appear to doubt the value of India to Great Britain, 
and few seem to be aware of the full extent of the 
advantages which we enjoy from our territorial pos- 
sessions in the East. The number of those who 
take an interest in the question is not, I fear, much 
more considerable at present ; but there have of 
late been indications of an increasing interest, and 
if I can give the slightest impulse to this feeling, 
I shall congratulate myself on having performed a 
public service. In England, all the intelligent part 
of the community may be regarded as assisting in 
regulating the affiiirs of the country, by the influ- 
ence which public opinion exercisfs over the pro- 
ceedings of the government ; but in the admnisitra- 
tion of India, public opinion has hitherto exerted 
little or no control. That country, under a singular 
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and anomalous system of government, has pros- 
pered, it is true, without this advantage. It has 

» 

been governed, for the last fifty years, with extra- 
ordinary energy and wisiioni, and with remarkable 
success ; but it owes mbre, perhaps, to the personal 
character of the illustrious statesmen to whom its 
destinies have been confided, than to the obvious 
workings of the machinery by which it is governed, 
or to any peculiar interest which ^lie people of 
England have taken in its concerns. 

I hope that it may rise hereafter in their estima- 
tion, and that it will command a degree of attention 
and consideration commensurate with its import- 
ance, both because it has just claims to the pro- 
tection of the mother country, and because what- 
ever tends to promote its well-being, must tend 
directly to promote the prosperity of the British 
Empire. 


Odoher, lS-21. 




REMARKS, 




Brief Sketch of the value of British India to the Mother 
Country, 

To those who, like myself, have passed their 
lives in the service of India, any exposition from 
me of the value and importance of that populous 
uTid productive territory, would be altogether super- 
lluous ; but as a sense of its value may be felt by 
many, wlio have not had occasion to trace either the 
sources of its wealth, or the particular manner in 
which it contributes to the aggrandizement of the 
mother country, I projmse to enumerate, in a very 
summary way, some of those atlvaritages which 
Great Britain enjoys from her possessions in the 
East. 

Ist, The East India Company have, at different 
periods, drawn a sutplus revenue from their terri- 
torial possessions to the extent of a million and a 
half sterling per annum, after paying the interest 
of the territorial debt ; and this surplus was evi- * 
deiitly a direct tribute from fndia to England. 
It does not exist, it is true, at the present moment, 
for the late augmentation of -our military establish- 
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incnts in India, the addition made within the last 
five years to the territorial debt, and other circum- 
stances, which it is unnecessary for me to particu- 
larize, have caused it, for a time at least, to disap- 
pear ; but it did actually exist, to the extent of near 
a million and a half sterliiig per annum, at so late a 
period as the year 1813-1 1; and the large resources 
drawn from this valuable territory enabled tlie local 
government, in the years 1812 and 1813, to furnish 
large and most seasonable remittances of bullion 
to the mother country at a very critical period of 
the war. Titey were furnished at a time when the 
stock of the precious metals, in Great llritain, had 
been exhausted, and when the movement of our 
army in the Peninsula was understood to dej^end 
upon the early receipt of a suj>ply of treasure, for 
the prosecution of objects' of vital importance to 
this country, and to the civilized world. 

I notice this instance of seasonable aid and co- 
operation, for the purpose of shewing that India 
has not only disposable resources, but that her 
treasures can, in particular cases, be applied to the 
service of the mother country with singular advan- 
tage. 

2d, About four-fifths of the territorial debt being 
held by European British subjects, a large propor- 
tion of the annual interest, amounting, at present, 
to near two millions sterling, may be regarded 
as an indirect tribific paid by India to the mother 
country. The savings from income of the public 
servants, civil and military ; the profits of commerce. 
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as well as those drawn from manufactures (that of 
indigo, for example :) the rents of houses, factories, 
and other buildings ; the earnings of shipping, and 
the produce of other capital ; as well as the savings 
from iirofessionai income (the law, ^x.), and from 
the wages and gains of the seaman, the artisan, and 
others, in all cases where the parties arc European 
British suhjects, may be regarded as constituting an 
indirect tribute from India to England, which is 
paid by the surplus produce and manufactures of 
the former country. These annual savings are 
allowed sometimes to accumulate on the spot, in 
order that the parties may enjoy the benefit of a 
higlier rate of interest, or that they may retain the 
j)roperty in their own hands during their residence 
abroad ; but tlie capital thus acquired constitutes a 
d(d)t owing by India to England, and sooner or 
later tliis de!)t is discharged by remittances to the 
mother country. 

I could only give a vague estimate of tlie amount 
of this indirect, or private tribute, wdiicli very much 
resembles the rents and profits drawn by British 
proprietors from the sugar-plautations in the West 
Indies ; but it is unquestionably considerable, and 
I am disposed to think that it cannot fall short of 
three millions sterling per c^nnum at the present 
period. 

3d, The shipping of India (that is, the India- 
built ships which are employed' in carrying on the 
trade from port to port in the- Eastern seas,) forms 

no inconsiderable portion of the whole tonnage of 

a j 
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Great Britain ; and this marine, which is constructed 
generally of teak, one of the most durable and 
valuable of timbers, is at all times available to the 
mother country, bot^i for the purposes of war and 
commerce. 

In illustration of the services which it is capable 
of performing, I shall only mention that the ship- 
ping of India has been employed, during a season of 
scarcity, in conveying to Great Britain large supplies 
of grain, which tended materially to alleviate the 
distress of her population ; and it is scarcely neces- 
sary to add that, in the natural course of events, its 
services may again be required to promote the same 
salutary end. 

4<A, The teak and other forests of India, must 

be considered of peculiar value to Great Britain, at 

a time when her own stock of native oak is found 

to be inadequate to the support of her extensive 

commercial and military marine, and when she is 

compelled to import timber for ship-building, from 

countries with which she has not always maintained 

a friendly intercourse. Ships of war have been 

built, an,] are now building, in India, for the service 

of the British navy, and it cannot be doubted that 

they will become a valuable” acquisition to this 

branch of the national force. 

« 

5th, The produce of British India renders Great 
Britain independent of other countries, in' a greater 
or less degree, in relation to the following important 
articles of supply, viz.. 

Of Russia and the other states of the Baltic, as 



well as of North America, both by possessing the 
materials for ship-building, and by growing hemp 
and other articles, used in the manufacture of cord- 
age and canvass. 

Of South America, the West Indies, the Molucca 
islands, and the tropical regions generally, by j)ro- 
dticing indigo, cotton, sugar, pepper, and other 
spices, drugs, dyeing woods, lac, gums, borax, and 
other articles used in our manufactures. Hides 
might also, perhaps, be added to the list. 

Of France, Italy, and China, by furnishing raw 
silk for the supply of our manufactures. 

Of all the world, by producing, in the greatest 
abundance, and at a very cheap rate, one of the 
most necessary articles in the munition of war, 
saltpetre ; an article with which our enemies in the 
late war could not supply themselves except at a 
vast expense, nor indeed without calling in the 
extraordinary resources of science. 

The cotton and opium of India, moreover, enable 
us to purchase from China, on advantageous terms, 
a large portion of the tea which is annually con- 
sumed in England, and which is become so essen- 
tial to the comfort of our population, as well as so 
productive an article of revenue. In the same 
manner, with the produce of .India, a groat part of 
which is pbtained absolutely gratis in the shape of 
public and private tribute. Great Britain is enabled 
to supply herself with the gold and silver of Ame- 
rica, the wines of France and Portugal, and with 
whatever else nature has -denied to her soil an<l 
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climate. Let it not be supposed that Great Britain, 
by holding^ factories, as heretofore, by xvffmmce, 
under the dominion of the native princes of India, 
could ever carry oiiy the same commerce, — could 
ever maintain the same shipping, — or could ever 
have introduced such a manufacture as indigo, an 
article with which Bengal can now sujiply the whole 
world. Such a commerce could never have been 
generated, for the capital necessary to its establish- 
ment would never have been risked, while exposed 
to the arbitrary will and caprice of a despotic and 
ignorant government. The natives of India are, 
entirely ignorant of jjolitical economy ; and even 
if the human mind should hereafter make the same 
progress in Asia, which it has done in the countries 
of Europe, the true principles of commercial policy 
are among the latest acquisitions of science. At 
the present day, although sufficiently understood, 
they are not generally acted upon, even in those 
countries which have made the greatest advances in 
knowledge. But in India, the Mahomedan cha- 
racter itself is adverse to commerce ; and although 
individuals of that religion do, no doubt, engage in 
trade, it can scarcely happen that commerce should 
flourish generally under a government, zealously 
attached to a religion, which prohibits the receipt 
of interest, or any direct consideration for the use 
of money. 

From these simpfe premises, it may be inferred 
that the commerce which is now carried on in 
India, could never have been established without 



7 


the fostering care of a paternal and enlightened 
government, and that it could not be expected to 
prolong its existence for a single year,*if that pro- 
tection should unfortunately be witlidor.vn. 

6/A, The possession of British India enaldes 
Great Britain to facililate tla* iiilroduction of her 
manufactures into that country ; and altliougli the 
consuuijJtion has not hitlicrto been very consider- 
able, it is gradually increasing, and 1 have no doubt 
that the exportation of woollens, hardware, glass, 
and other articles, will hereafter be greatly ex- 
tended, as India advances in civilization and opu- 
lence. One extraordinary revolution in coinmerce 
has lately taken place. India, which heretofore 
supplied the rest of the world with cotton inanu- 
facturcs, is now receiving from Glasgow and Man- 
chester, calicoes which have been wrought from the 
jrroducc of her own soil ! Such a trade could 
scarcely have had birth under the disadvantage of 
being exposed to the jealousy and prejudices of 
an ignorant and despotic government ; nor can any 
branch of commerce be expected to liourish upon 
a large scale while it is liable, to the capricious 
exactions of avarice, or while it is subject to that 
uncertain^/, which inust always exist where power 
is" not under the control of reason and law. 

7ih, The possession of India furnishes a most 
convenient outlet for the present overflov/ings in 
one class at least of the community, for whom it is 
found ditlicult in all countries, and in none more 
than our own, to make a suitable provision. 
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During the late war, the class, constituting the 
gentry of this country, from various causes, was 
greatly enlarged ; and now that the army, the navy, 
the public offices, and the colonial establishments, 
have been so much reduced, it has become matter 
of extreme difficulty to provide for the numerous 
race of young men without fortune who have 
sprung up among us. The service of India alone 
opens a field in which they can be employed largely 
with the prospect of benefit to themselves and to 
their country ; and at the present moment it must 
be regarded as a singular advantage that Great 
Britain should possess the means of directing into 
a useful channel that intelligence and activity 
which might other>vise become the instruments of 
mischief. The country is now happily in a state 
of tranquillity ; but if there be any restless spirits 
in it, they arc likely to be found among those who 
have had the advantage of education, without pos- 
sessing the advantage of fortune, who having little 
to lose, or to fear, have every thing to hope from 
a change, which might call into action the talents 
with which they fancy themselves endowed. 

It is unnecessary to enumerate the different ways 
in which the late war had the effect of elevating 
various classes to a superior rank in the order of 
society ; but it is quite clear, that this artificial 
prop being withdrawn, many must now fall back 
into their original stations, while it is equally cer- 
tain that such a revulsion is calculated to produce 
private distress and public disorder. The Govern- 
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raent of this country have even judged it necessary 
to have recourse to a most cumbrous and expensive 
plan of colonization for relieving other 'classes of 
the community, by furnishing ipdividuals with the 
means of removing to the Cape of Good Hope ; but 
those who, year after year, seek their fortunes in 
India, subject their country to no expense ; and 
many of them, after having honourably maintained 
the national character abroad, return, in the de- 
cline of life, to add to the stock of national 
wealth at home. 

Lastly, If it be necessary to insist farther on the 
fact, that a fertile territory, containing a population of 
80 or 100 millions of industrious subjects, and yield- 
ing an annual revenue of not less than twenty, mil- 
lions sterling, cannot well be destitute of value to its 
]>ossessor, I would observe that the large military 
force maintained by the East India Company from 
their territorial resources, must, notwithstanding 
its remote situation, be admitted to constitute an 
important addition to the military strength of the 
nation. This will be, sufficiently manifest when it 
is remembered that the native troops of India have 
been led to the banks of the Nile, against the 
most formidable of our European enemies, and that 
they assisted mainly in expelling the French, 
Dutch, and other European nations from all their 
possessions in the eastern hemisphere. This acces- 
sion of military strength has tended unquestionably 
to raise Great Britain in the scale of nations, and 
to give her that rank and preponderance among the 
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slates of Europe, to which she would seem not to 
be naturally entitled from the extent of her terri- 
tory and population. 

Enjoying the advantage of an insular simalioii — 
blessed witli a free government — containing within 
herself a brave, enterprising, industrious, and intel- 
ligent race of men — abounding in machinery, and 
every description of capital — possessing one of th(‘ 
most valuable of the mineral productions, and con- 
veniently placed for obtaining a large share of tin* 
fisheries and of the general commerce of the world ; 
with these special advantages. Great Britain may 
long maintain (and long may she maintain!) her 
present ascendency : but some of these advantages 
arc of a perishable nature, and some of them may 
hereafter be enjoyed in an equal degree by other 
countries. And if, unfortunately, Great Britain 
should be deprived of her Indian possessions, and 
be reduced to her own naked resources, with an 
indiflerent climate, a limited territory, and an 
overwhelming j)ublic debt, wlio can fail to per- 
ceive that this glorious empire, the admiration of 
past ages, the pillar and the future hope of tlie 
civilized world, will have passed the meridian of 
its splendour, and that Great Britain must then 
sink to a level with the neighbouring countries of 
Europe ? 

I shall not, however, enlarge at present on this 
topic — my chief motive for introducing it has been 
to shew, that India is of such value to Great Bri- 
tain, that any important measure, affecting the state 



11 


of property in that country, ought not to be an ob- 
ject of indifference in this. It is not my intention 
to undertake any general review of our Indian po- 
licy in any of its branches, for, to such an under- 
taking I feel myself unequal ; my business is with 
a particular measure, emanating from that depart- 
ment of the service in which I have been princi- 
pally employed. 

The late change in the course of the trade, com- 
bined with other circumstances, has occasioned of 
late extraordinary difficulty in effecting remittances 
from India; and as, by the conditions of the Indian 
debt, the East India Company incurred an obliga- 
tion to furnish a remittance to the extent of the 
annual interest, amounting to near two millions 
sterling, it has ha[)pencd that the public creditoi’s, 
who heretofore received payment of a large pro- 
portion of this interest on the spot, now demand 
payment of the whole amount by bills on the Lon- 
don treasury. 

Should the same causes continue to operate, 
an accumulation of funds must take place in the 
treasury abroad which is relieved from the de- 
mand, and a deficiency of assets must soon be ex- 
perienced in the treasury at home, to which the 
payment has been thus transferred. The surplus 
funds of the one cannot be brought to relieve the 
wants of the other, for commodities cannot be 
found to give even a saving reihittance at present, 
and bullion cannot be sent from India to this coun- 
try without a heavy loss. , 
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It very properly, therefore, became a question 
for the Honourable Court of Directors to consider, 
firet, in what manner the funds accumulating in 
India could best be disposed of; and secondly, 
whether the Honourable Company could in any 
manner be relieved from the obligation to furnish 
a remittance, which must, for sonic time at least, 
be attended with a pecuniary sacrifice. 

If the accumulation should be allowed to jiro- 
ceed in India, and the amount should be applied, 
from time to time, to the extinction of the territo- 
rial debt, it would soon be found necessary to 
borrow in this country to a corresponding amount, 
in order to replace the funds so appropriated 
abroad ; and the operation, if continued, would 
terminate in the transfer of the territorial debt to 
England. To such a general substitution of Euro- 
pean for Indian creditors, many obvious objections 
occurred. 

The Honourable Court of Directors seem then 
to have arrived at this conclusion : — that, in order 
to relieve the Honourable Company from the bur- 
then of the remittance, some alteration in the con- 
ditions of the public debt was become necessary ; 
and that such a change might be effected by the 
application of the surplus funds in India to a com- 
pulsory operation of finance. 

It was quite evident that their creditors would 
not voluntarily surrender their right to receive pay- 
ment of their interest in England ; and it was 
equally clear that no equivalent could be offered to 
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the European creditors, for the relinquishment of 
this valuable privilege, because its value was nearly 
the same to both parties ; and to purchc^e it, the 
Honourable Court of Directors , must have offered 
a consideration which would have subjected the 
Honourable Company to the loss at present sus- 
tained, or apprehended, in another shape. The 
whole question, then, resolved itself into this: — 
Whether the Honourable Company, as the great 
organ of remittance from India, should continue to 
furnish a remittance to the extent of the interest 
of the territorial debt, at a certain loss (whether 
temporary or permanent we will not at present in- 
quire), or whether an attempt should be made to 
throw the expense, either wholly or in part, upon 
the private capitalist. 

Before I proceed to inquire into the merits and 
jn-obable effects of the plans, by which it is pro- 
posed to relieve the Honourable Company from 
the burthen, it may be convenient that I should 
trace, in a cursory way, the alterations which 
have taken place, of late years, in the conditions 
of the Indian debt, and the situation of the public 
creditors. 

In the year 1810,* the register debt of India, 
amounting at the exchange of 6d. per Sicca 
rupee, to about * thirty millions* sterling, bore inte- 


* In the accounts published in Engl^vid, the debt bearing 
interest on the 30th April, 1810, is stated at the sum of £27,789,609 
sterling ; the Indian coins being converted into English money, at 
thfe exchange of 2s, per current /•upee ; but liad the debt been 
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rest, with a few inconsiderable exceptions, at the 
rate of 8 per cent per annum ; and the principal of 
this debt being transferable at any lime, on the requi- 
sition of the creditor, ihy bills on England, at the esta- 
blished exchange of 2s. 6d. per Sicca rupee, the 
whole debt stood in reality in the shape of an 
optional bill of exchange, which was liable to be 
thrown on the home treasury for payment, at any 
period, at the pleasure of the public creditors. 

Such a state of things was not only highly inconve- 
nient, but it was quite incompatible Avith the secu- 
rity and ^‘solvency of the home treasury; and it was 
determined accordingly by the supreme govern- 
ment of India to new-jnodel what is technically 
called the register debt, for the tAvofold j>urpose of 
reducing the charge of interest, and of witlulrawing 
from the debt the condition under which it was 
liable to be transferred, at any time, for ])ayment in 
England. 

The first step taken Avith this vieAV, Avas adopted 
in November, 1808, Avhen the whole of the debt of 
1800, amounting to above a million sterling, Avas 
advertised for payment in the month of May, 1810, 
upon a notice of eighteen months. 

transferred to this couiflry, it must have been paid at the exchange 
of :2s. 6d. per Sicca rupee; - 

^ Had circumstances occurred to cause the transfer of any con- 
siderable portion of the/Jebt during the war, and especially at the 
particular period wJien the renewal of iJie charter M as under con- 
sideration, the very existence of the Company mighi have been 
endangered. 
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This measure was followed up . by other succes- 
sive operations, until, on the 30th of June, 1811, 
the whole of the, Bengal register debt ’was con- 
solidated, and incorporated in iv loan, the principal 
of which was made payable in Bengal only ; and 
the annual interest, at the reduced rate of 6 per cent, 
cither on the sjrot in cash, or (at the option of the 
creditors) by bills to be drawn on England, at the 
exchange of 2s. M. per Sicca rupee. 

But, in 1812, the supreme government having 
occasion to o])en another loan, and it being judged 
exp(^dient, for reasons which will hereafter be 
noticed, to hold out an inducement to individuals 
to subscribe, tiie principal, as well as the interest, 
was made payable, ultimately, cither in cash in 
Bengal, or by bills on the Honourable Court of 
Directors at the same exchange of 2.5. 6d. per Sicca 
rupee ; and it being considered, at the same time, 
fair and equitable, as well as convenient, that all 
the public credi(.ors should be j)laced as far as pos- 
sible upon the same footing, and be admitted to 
enjoy the same advantages, the proprietors of the 
notes of the loan of June, 1811, were invited to 
transfer their securities to the new loan, and 
eighteen months were allowed them for that 
purpose. 

It must be observed, however, that although by 
the conditions of this loan, an ultimate remittance 
for the primipal was secured to die public creditor, 
when the debt should actnally be placed in course of pay- 
ment, the former privilege which he enjoyed of 
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demanding bills for the principal at any time, was 
not, of course, renewed. 

About one moiety of the debt was accordingly 
transferred to the:,loan in question. The other 
moiety, amounting to Sicca rupees 13,96,00,000, 
or <£st?. 17,450,000, remained, and still remains, 
upon the register of June, 1811. 

From the distinction which I have shewn 
between these two portions of the debt, it will be 
apparent that the loan of June, 1811, can be paid 
off on the spot, by the application of the local 
resources of the Indian Government ; and that the 
other moiety of the debt cannot be placed in course 
of payment, without giving the public creditor the 
option of receiving bills on England at 2s. Gd. per 
Sicca rupee, — an option of which he will unques- 
tionably avail himself at a time when tliose bills 
arc saleable in the market, at a premium of 15 or 
20 per cent. 

It is quite clear, that it could not possibly suit 
the convenience of the Honourable Company, to 
throw any part of the •principal of their debt, for 
payment on the home treasury, at a time when they 
cannot effect remittances to provide for the payment 
even of the half-yearly instalments of interest ; and 
it may be presumed, therefore, that no steps will 
be hazarded with a view to alter the condition of 
that part of the debt, for which bills on England 
may be demanded^vhenever it is placed in course 
of payment. 

The Indian Governments have, at different times, 
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raised temporary loans, bearing different rates of 
interest, and payable at longer or shorter periods ; 
but my observations will apply exclusively to what is 
designated the “ Register Debt •/ and the only other 
circumstance relating to it, which it appears to me 
essential to mention, is that the Government are at 
liberty to pay it off, at any time, upon giving sixty 
days’ notice ; but that, when discharged, the notes 
standing upon this register, must be paid off in the 
order of their number and date. 


c 




Remarks on the Financial Plan of the flonourable 
Court of Direetors. 


In offering vsonie observations on the measure of 
finance announced to the public by the Honourable 
Court of Directors, I think it projier to premise, 
that it never can be my intention to call in question 
the right of the Ronourablc Court to effect, by all 
fair and justifiable means, a reduction in the in- 
terest, or cliarge, of the Honourable* Company’s 
debt, whenever a favourable opportunity may pre- 
sent itself for effecting such a reduction. On the 
contrary, I hold it to be the bounden duty of the 
Honourable Court, to reduce this charge, when- 
ever circumstances will admit of their doing so, on 
just and safe grounds ; for, intrusted as they are 
with the concerns of a great commercial body, em- 
ploying a large capital, and burthened with an 
immense debt, they could not neglect any fair 
opportunity of relieving the Honourable Company 
from an unnecessary charge, without compromising 
a very sacred trusk 

It may be stated broadly, as a general proposition, 
that it is both the interest and the duty of every 
governmfcnt, to keep down as much as possible, ihe 
interest of money, for high interest operates as a 
very burthensome charge on agriculture, manufac- 
tures, and commerce, upon 'which the prosperity of 
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erery country so much depends; and, in the in- 
stance of a government debtor, (and what govern- 
ment is at present free from debt?) there is an 
additional and a peculiar obligation on the part of 
those who administer its affairs, to reduce the 
charge of interest whenever this can be done with 
perfect good faith towards the public creditors. ' 
The creditor^ of the Honourable Company have, 
I am aware, appeared to entertain expectations not 
at all reconcileable with this view of the duty 
imposed upon the government. They seem to 
liave adopted an opinion that the rates of interest 
in India were not liable, or not likely to undergo 
any material alteration ; and that in retiring from 
the service, they had just grounds to expect that 
the income drawn by them from the public debt, 
would be enjoyed by them permanently. That 
this notion has in many instances been enter- 
tained and confidently acted upon, there cannot be 
a doubt ; but I never could perceive any reasonable 
foundation for it, and it is matter of regret that 
it should ever have had place. The government 
never did give any pledge to their creditors, or 
servants, that any given rate of interest would be 
continued to them as a perpetuity, — ^they had not 
the power to give such a pledge ; nor were their 
proceedings calculated, in my opinion, to encourage 
the expectation that the high rates of interest for- 
merly allowed in the’ infancy of public credit, were 
likely to become fixed and permanent. So far 
from this, the measures successively adopted by 
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the supreme government from the year 1801 , all 
tended to shew that a reduction of jnterest, by 
progressive steps, was contemplated ; and I cannot 
call to mind a single act oi‘ declaration of the 
government, from whjch an inference could fairly 
be drawn that the rate of interest on the register 
debt of India would not be subject to future altera- 
tion. The government could not, from motives of 
consideration towards its servants, or otherwise* 
j)lcdgc itself and its successors to continue, in 
perpetuity, a rate of interest exceeding that at 
which money might, at a subsequent, period, be 
procurable from other quarters; and, at all events, 
no inference of the kind could be deduced, ex- 
cept under some express condition of the engage- 
ment. 

I am at the same time of opinion that it can 
never be wise or proper to tamper continually with 
the public debt, for perpetual changes not only 
expose the public creditors to inconvenience and 
injury, but they tend to destroy confidence, and 
in the end arc likely to prove injurious to the 
government itself. But injudicious as it certainly 
is to tamper habitually with the interests of the 
community, it is e’qualiy true that a government 
would not be justified in making gratuitous sacri- 
fices in its pecuniary transactions with individuals ; 
nor can its creditors, or others, reasonably expect 
a degree of liberality which ftiey never practise 
ia their dealings with the government. When 
money bore a higher value in the market, was the 
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Indian capitalist content to receive only eight per 
cent,? Did the government ever call for loans, 
and did their creditors ever tender loans, involving 
pecuniary concessions on the part of the latter? 
Were not the Indian goveraments, even at so late 
a period as the year 1800, compelled to grant to 
the private capitalist an interest of 13 per cent, 
per annum? that is, — the very utmost rate which 
the law recognised. In fact, in all money transac- 
tions, both governments and individuals deal to- 
gether on commercial principles; they consult, 
respectively, their own interests ; and even if both 
parties were so disposed to act, it is not easy to 
perceive how they could treat upon the footing of 
reciprocating benefits. 

Upon the same grounds on which the Honourable 
Court of Directors must be admitted to have a 
clear riglit to reduce, if practicable, the interest 
of the Company’s debt, their right to relieve the 
Honourable Company from the expense of effecting 
remittances to this country from India must be 
acknowledged. The debt of India is a territorial 
debt, the interest of which can be paid only from 
the territorial revenues ; and whatever reason the 
public may have had to expect that the East India 
Company should afford every practicable means of 
remittance at a time when they enjoyed the exclu- 
sive trade with In4ia, this obligation, qualified as 
it was originally from its very nature, may be con- 
sidered as essentially changed, or at least weak- 
ened, now that the wisdom of the legislature has 
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decided that this commerce shall be free and open 
to all British subjects. 1 say weakened, because 
the China monopoly is still retained by the Com- 
pany, aiid this trade furnisher indirectly a very 
extensive remittance from India. 

But recognising as I do, in its fullest extent, 
the right of the Honourable Court of Directors to 
reliev-e the Honourable Company from every unne- 
cessary charge, the measures pursued for the pur- ’ 
pose may still be liable to serious objections, if 
they be ill-timed, or immoderately severe and 
partial in their operation, or unnecessarily vexa- 
tious ; or if they should be of a nature to produce 
alarm and uneasiness, without being calculated to 
accomplish the end proposed. 

I shall noAV proceed to examine how far the plan 
of finance, lately promulgated by the Honourable 
Court, may be found liable to any of these objec- 
tions ; and, in submitting the preliminary remarks 
which I have oflFered, perhaps at unnecessary 
length, I have been anxious, not only to prevent 
misconstruction, but also to avoid the appearance of 
supporting opinions inconsistent with those which I 
have maintained on other occasions. 

The first and most obvious objection to the plan 
is, that, in as far as it may succeed, it must operate 
with extreme severity ; for the reduction of the 
exchanger from 2s. 6d, to 2s. the sicca rupee, being 
precisely the same as a reducthjn of interest in the 
case of those persons who require their funds in 
this country, the public creditors so circumstanced 
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will find their • incomes suddenly diminished in the 
proportion of one-fifth. This reduction of the ex- 
change, in addition to the reduction of interest to 
which the public creditors were subjected in 1811, 
will, in the course of only ten years, have dimi- 
nished their incomes in the proportion of four- 
tenths ; so that an individual, who, in 1810, en- 
joyed an income of 1,000/. per annum, will now be 
left with an income of 600/. per annum only. 

So great a change in the situation of the public 
creditor must obviously be felt very severely ; but 
the severity of the measure is perhaps aggravated, 
and the objection to it is certainly increased, by the 
circumstanee that its operation is partial, and (hat 
it affects principally those who are likely to suffer 
most from a diminution of income. The objects to 
whom the measure will chiefly apply, are the Eu- 
ropean creditors, and a particular class of those 
creditors, the retired servants and others in this 
country, who have the misfortune to hold notes of 
the. loan of the 30th June 1811. It may be said 
that the proprietors of these securities were allowed 
the option of transferring them to -the loan opened 
in 1812, the principal of which is ultimately re- 
mittable to England, and that if they did not think 
proper to avail themselves of the boon which was 
tendered to them, they will suffer from the conse- 
quences of their own act, or their own neglect. 
This is true: but teome of these persons omitted 
to make the transfer from absence, or from igno- 
rance ; some from an unwillingness to incur further 
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expense, after having so recently been exposed to a 
heavy charge for agency ; and some, perhaps, on 
the faith of a resolution passed by the Honourable 
Court of Directors, on the 19th July 1811, and re* 
newed on the 8th July 1812, to which I shall ad- 
vert more particularly hereafter. In either of these 
cases, their situation is one of great hardship, 
which claims indulgent consideration ; and we can- 
not be surprised that they should see with irritated 
feelings their incomes suddenly and unexpectedly 
reduced one-fifth, while those who were prudent 
and provident enough to transfer their notes to the 
loan of 1812, find themselves in the full enjoyment 
of their income, and perfectly secure against every 
attempt to alter the conditions of the loans in 
which their property is invested. Now, however 
severely the reduction of interest in 1810 may have 
been felt, the measure was general, and applied 
equally to the whole body of the public creditors. 
The Government dealt out the same measure to 
all ; and, indeed, it has been always an object 
with the Government of India to place the public 
creditors, as far as possible, on a footing of perfect 
equality. 

But without insisting further on those objections 
to the measure, which are founded on its severe 
and unequal pressure, I shall proceed to state ob- 
jections of a different character, having reference 
chiefly to considerations of policy and expediency. 

It appears to me, then, that the plan, although 
obviously calculated to produce much uneasiness 
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and alarm among the public creditors, cannot be 
expected to succeed to any useful extent ; and that, 
if no worse consequences result, the attempt must 
be attended at least with an unprofitable waste of 
time — ^tliat if, contrary to expectation, a six per 
cent, loan, yielding a remittance of only 2s. per 
sicca rupee, could, under particular circumstances, 
be forced upon the public, it would not be ])rac- 
ticablc to sustain the credit of such a loan ; and 
that its introduction would be liable to produce fu- 
ture derangement of the finances — that, admitting 
the necessity for prompt and efficacious measures, 
in order to relieve the Honourable Com])any from a 
situation of great embarrassment, it may still be 
possible to remedy, or to mitigate, the evil, by ar- 
rangements of a totally diftcrent character — that 
the evil contains within itself a correcting principle, 
which must operate gradually in removing it, if no 
injudicious steps be taken which may counteract 
this operation — that any violent attempt to deprive 
the public creditors of the advantage which they at 
present enjoy from the terms of the remittance, may, 
by impressing more strongly upon their attention the 
value of the object, engage them to adopt measures 
in concert for the purpose of defeating, if possible, 
such an attempt — that, if those arrangements, which 
might long since have been undertaken, for the 
purpose of obviating the present difficulties, should 
still be judged infexpedient or impracticable, and 
the Honourable Court should deem it necessary to 
persevere in their endeavours to new-model the 
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Indian debt, with a view to relieve the Honourable 
Company from the burthen of the remittance, a 
plan of a milder character may be found ; and that 
the substitute which I shall venture to offer, 
although not free from objections, would operate 
less injuriously towards the public creditors, and 
would be more likely to succeed in accomplishing 
the object of the Honourable Court (as far as that 
object is at present attainable), than the plan which 
luis been announced to the public. 

I do not intend to discuss these propositions 
sej)arately, and in the order in which they are ad- 
vanced ; but the following observations will, I hope, 
establish a general presumption in their favour. 

The plan of the Honourable Court is not likely, 
in my opinion, to succeed to any useful extent, be- 
cause the power which the Government of India will 
command, is not likely to be commensurate with the 
force of resistance. It cannot be doubted but the re- 
sistance will be great, when it is proposed to reduce 
the income of the public creditor in the proportion 
of one-fifth ; and what is the power, which the 
Government have at their disposal, to overcome 
this resistance*. Have they any surplus revenue 
in India at present ? ' No — there has been a deficit 
for several years, instead of the large surplus which 

* I find that I have over-estimated this resistancet as will she 
seen in the sequel 1 also understand thiit the late advices from 
Bengal give reason to expect that a surplus of between a million 
and a million and a half sterling, will be realized in India in 
1820 - 1 . 
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wc enjoyed in 1810, and to so late a period as 
1813-14. Have they the large stock of s])ecie 
which we possessed in 1810? I believe not. — 
Does the Company’s trade yield a large profit ap- 
plicable to the extinction of debt, or to the ])ur- 
poses of a great financial operation ? I doubt whe- 
ther this profit will found be sufficient to defray the 
deficit in the territorial revenue. What, then, are the 
resources of the Indian Government ? They result 
simply from the payment of the interest on the 
territorial debt being transferred from the Calcutta 
to the London treasury. But how is the payment 
of this interest at the London treasury to be pro- 
vided for? — ^Undoubtedly, by bringing home from 
India, in goods or in bullion, that portion of the 
territorial revenue which is applicable to the pay- 
ment of interest. It appears, then, that this fund 
constitutes no permanent or legitimate resource to 
the Indian treasury — that it is borrowed only from 
the London treasury for a short time ; and it has, 
indeed, been rumoured, that orders have already 
been sent out to India, requiring that this reserved 
fund should be remitted, even if it should be found 
necessary to make the remittance in specie or bul-' 
lion, which must be attended With a sacrifice of at 
least 20 per cent. Here, then, we are removing 
the very power which was intended to overcome a 
vast resistance. 

But I will suppose that the Bengal Government 
have a disposable fund of a crore of rupees, appli- 
cable exclusively to the purposes of a great fman- 
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cial operation ; and from all I can learn with regard 
to the state of their resources, I am persuaded that 
this is as large a sum as can be taken from their 
casli balance for such a purpose. 

Let it be assumed that they advertise for pay- 
ment notes of the loan of June 1811 to this amount, 
giving sixty days previous notice ; for they cannot 
venture, I think, to advertise a single note beyond 
their actual means of payment, upon any expecta- 
tion that transfers will be made to the new loan, 
and that payment will not consequently be demand- 
ed in casli. The public creditors, rather than ac- 
cept an alternative highly disadvantageous, will 
wait to the last moment, even if they determine 
to transfer at all — the state of the public treasury 
may always be known, if great precautions be not 
observed to preserve secrecy, and the officers of 
fuiancc cannot, therefore, venture to hurry on the 
proposed operation, without incurring the risk of 
having the public treasury rendered bankrupt, an 
event which would not merely occasion the failure 
of the whole project, but which must be followed 
by a state of utter confusion in the finances of 
India. 

Assuming, however, contrary to my own expec- 
tation, that the whole sum of a crore of rupees is 
transferred to the new loan at the expiration of the 
two months, and is again applicable to the same 
purpose, it will be necessary to give the same no- 
tice of two months before the second crore can be 
placed in course of payment, and so on successively 
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until the whole debt of ISII shall have been adver- 
tised; but this process will occupy a period of more 
than two years, even if the operation should meet 
with no interruption. 

As, liowevcr, the Honourable Court of Directors, 
from motives of consideration low'ards absentees, 
have been pleased to grant them a notice of fifteen 
months before they are called upon to make their 
election, this period must elapse before the opera- 
tion can even be commenced, in the event of a single 
absentee standing at or near the head of the geiu'ial 
register of 1811. 1 do not hazard tliis assertion 

without mature consideration. 

The conditions of all the loans are, that the noki 
shall be paid off in the order of number and date, and 
C. cannot be placed in course of payment while a 
reservation is made in favour of A. or 11. It may 
sometimes be advantageous to be lirst paid off, and 
at other times it may be of advantage to the credi- 
tor to have the payment of his debt deferred ; but 
the Government have pledged themselves not to 
exercise any discretion with regard to the earlier 
or later payment of particular creditors. The qua- 
lifying or explanatory clauses inserted of late years 
in the advertisements, which contain the conditions 
of the public loans, tend only to confirm this long- 
established rule ; and although I cannot be consi- 
dered competent to determine the legal construc- 
tion to be given®' to these clauses, I know the un- 
derstanding in which the engagement was con- 
tracted, and the practice which has prevailed un- 
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(Icr it. I also know the origin of the modifying or 
excepting clauses, for the plans of the later loans 
were in reality drawn up by me, with the profes- 
sional advice and assistance of the Honourable 
Company’s law officers.^ 

The Government can certainly advertise — ^say, a 
crore of rupees, for payment at once, and it matters 
not in what order the notes composing this sum 
may actually be discharged ; but they cannot 
make a reserve of a part of the amount, and allow 
the proprietors to continue to receive interest for 
fifteen months as a special indulgence, for this 
would be a preference inconsistent with the condi- 
tions of the loan, and the money thus retained 
might, and probably would, be applied to the pay- 
ment of other creditors standing still lower on the 
Register, to their disadvantage, and to the mani- 
fest subversion of the order of payment estab- 
lished by the express conditions of the Register 
debt — the preference shewn in this case to one 
creditor, would thus furnish the means of coercing 
another. 

The clause in the advertisement upon which 
the Honourable Court probably rely, means no 
more than this; If a creditor whose notes have 
been advertised, omit to receive payment, the 
government shall be at liberty to proceed on to 
the payment of other notes standing lower on the 
register; but in this case the notes so advertised 
constitute a demand over-due, for the payment of 
which funds must actually be reserved ; they cease 
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to bear interest ; they arc virtually cancelled, and 
excluded from the register ; and they do not, 
therefore,’opposc any bar precluding the payment 
of other creditors ; nor could the funds so reserved 
be applied to the purpose of coercing otlier cre- 
ditors. This case of passing by a creditor who 
amits to take payment, is totally different from that 
in which an absentee is actuaili/ favoured and pre- 
ferred, to the injury of another party. In short, if 
the rule, (hitherto considered a fundamental one), 
which establishes the order of payment according 
to number and date, do not exclude all favour 
and preference, and can be dispensed with at the 
discretion of one party, it affords no sort of secu- 
rity to the public creditor, and it is absolutely 
worth nothing. 

I have dwelt upon this jmint more than will 
perhaps appear to have been necessary ; but it is 
one of some importance, for if the government of 
India proceed to pay off any of the public credi- 
tors, standing below the absentees who are to be 
allowed a notice of fifteen months, it is unques- 
tionable that these creditors may legally refuse to 
take payment, and that the operation must cither 
be suspended, or the Honourable Company be 
involved in numerous law-suits*. The public cre- 
ditors perfectly understand their rights, and we 
have seen instances of their having dommenced 

* The government of India have avoided the difficulty, as will 
be seen in the sequel. 
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prosecutions ae^ainst the government upon a much 
slighter foundation. 

If my interpretation of the condition^ of the 
public loans be correct, it follows that fifteen 
months must elapse before the first step can be 
taken, and that it will require between three and 
four years to withdraw the privilege of remittance 
from the loan of June 1811, which constitutes not 
much more than one half of the Bengal register 
debt. The relief, therefore, to tlic home treasury 
must necessarily be tardy and insnfiicient under the 
most favourable circumstances ; but if the resolm 
tion of the Monourable Court of Directors of the 
8th July 1812’'^, which grants to absentees the 

* The following is a copy of this resolution, and it cannot, I 
conceive, admit of a doubt that the j^arties to whom it applies, 
may claim the benefit of it ; for relying upon this pledge, some of 
the public creditors may actually have thought it unnecessary to 
avail themselves of the option granted them by the government of 
India in IS 12, to transfer their ii(,‘tcs to a remittable loan: 

Thai all persons of the description above stated, with the ex- 
‘‘ ception of such as shall be hereafter noticed, who may have 
“ transferred their obligations from the eight per cent, loan to 
“ the six per cent, loan, and who may be, at the time of the 
“ receipt of these orders, in possession of the new obligations, be 
“ entitled to the terms graiited in our resolution of the 19th July 
“ 1811, namely, That the holders of any part of the late optional 
“ loans, whose agents shall have subscribed the same to the new 
“ loans raised in India, (under a guarantee in case the said sub- 
“ scriptions should be disavowed by their principals in Europe), 
“ shall be entitled to continue the same the loans to which 
“ they may have been transferred, subject to the following con- 
“ dition, viz. That whenever the said loans shall be discharged, 

D 



option of receiving payment of their principal in 
England, whenever their notes shall be discharged, 
should still be considered in force, it will happen 
that, in the course of relieving the Honourable 
Company from the burthen of remitting the annual 
interest, a part of the principal of the debt will be 
thrown upon the home treasury. 

Again, let us suppose that some sinister event 
occur during the progress of an operation which is 
to occupy three or four years, — that war should 
intervene, — that commercial failures should take 
place, — or that commerce should draw capital out 
of the political channel, the whole plan must be 
suspended, or would be liable to be entirely 
defeated. 

I have assumed that the crore of rupees adver- 
tised from time to time for payment, will regularly 
return to the public treasury ; but this, in my 
opinion, is by no means certain. Even if the 
government of India should be able to appropriate 
a still larger sum to the payment of debt, it will, 
I suspect, be absorbed in circulation without 
coming back to their treasury. My reasons are 
these : — 

The private agents, the indigo manufacturers, 
and others, are supplied periodically with the funds 


“ the holders of them shall be permitted either to receive the 
“ principal of them.Vi India, or by a bill upon the Court of 
“ Directors, payable eighteen months after date, at the exchange 
“ of two shillings and sixpence per sicca rupee.” 
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required for their several occasions, chiefly by 
means of the importations of bullion which were 
received from Europe and America, and by the 
issue of interest which took place every six months 
from the public treasury; but these importations 
must necessarily cease, and the half-yearly interest 
being now paid by bills on England, instead of 
being issued, as heretofore, in cash, these two main 
sources of supply will have been cut oflP, and the 
agents and others will, probably, in a short time, 
find it convenient to receive and apply to the 
purposes of their commercial correspondents, a 
large proportion of any sums which may be issued 
from the public treasury in payment of debt. 

Moreover, the great native capitalists, some of 
whom stand, I believe, at the head of the register 
of June, 1811, being now fully apprized of the 
value of the remittance clause, are likely enough 
to combine for the purpose of resisting any attempt 
to withdraw it ; and if they do so combine, they 
will have it in their power to defeat the projected 
measure at any time. 

They have lately been selling their interest bills 
at a premium of from 12 to 15 per cent., and it is 
quite certain, that they arc at length fully sensible 
of the advantage which they enjoy from the remit- 
tance, and that they will not ‘readily surrender it, 
without aft equivalent. It may appear extraor- 
dinary that they, or any persons *00 the spot, should 
have continued their capital in the loan of June, 

1811 ; but the fact is, that, not being aware of the 

D 2 
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importance of securing a remittance for the prin- 
cipal, and the 6 per cents being at a discount when 
the transfer loan was opened in 1812, they seem to 
have considered it an advantage to have their notes 
as high as possible on the register, with a view to 
an earlier payment. I cannot otherwise account 
for their not having more generally accepted what 
was intended to be, and Avhat has since proved to 
be, a most important boon to the public creditor. 
It is singular, too, that although they have lately 
derived so great a profit from the sale of their 
interest bills, neither they nor the Euro])ean capi- 
talists seem yet to have appreciated justly the ad- 
vantage of securing an ultimate remittance for the 
principal of the debt, little difference being made 
between the saleable value of the notes of 1811, 
and those of a later date, in which this advantage 
is secured to the creditor. 

The project of the Honourable Court of Directors 
will, no doubt, soon establish a marked distinction ; 
and, as soon as the plan is known in India, a differ- 
ence of not less than from 5 to 10 per cent., will 
immediately take place in the selling prices of the 
two descriptions of paper. 

To return : the native capitalists, and others, 
have only to receive payment of the notes first 
advertised, and the operation must stop, and be 
abandoned. 

Nor will the opulent natives be much distressed 
or inconvenienced by having their capital thrown 
upon their hands ; they are in the habit of retaining 
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large sums in an unproductive state, with a view 
even to distant objects, and they seldom find a dif- 
ficulty (I allude chiefly to the native batnkers and 
brokers) in lending their money on advantageous 
terras, to the landholders, the salt and grain mer- 
chants, the purchasers Of opium at the public sales, 
and others. Indeed, if the government, or indivi- 
duals, continue to export specie for two or three 
years, as the only means of remittance to this coun- 
try, that essential article will soon disappear on a 
scarcity of it will soon be experienced ; and the 
landholders and others will then have frequent 
occasion to borrow, and will be compelled to bor- 
row on higher terms. The rates of interest on 
private loans generally will rise in the same man- 
ner, and from the same cause ; and ultimately, the 
interest, or what amounts to nearly the same thing, 
the saleable value of the public debt, will be 
aflecled. 

One consequence of the present state of things 
will be, that an exportation of specie from India 
must take place for some time, and its scarcity 
must have a tendency to lower prices, and may 
ultimately create a difficulty in "realizing the public 
revenue. 

Still, the evil will have within itself a correcting 
principle, for low * prices, lov^ interest, and a low 

* The price of indigo, and some other.Mticles, will rise at first, 
from the eagerness to obtain remittances, and the manufacture will 
probably be extended ; but this extension may be expected to lower 
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exchange, will all operate to encourage exportation, 
and to restore the commercial equilibrium. 

I have said low interest and a low exchange ; 
but I do not expect either the one or the other to be 
of long duration. The agents and others, as I have 
already explained, may soon bo expected to expe- 
rience a scarcity of money, in consequence of the 
accustomed supjdy being cut off, or diverted ; and 
they will then find it convenient to receive payment 
of the * interest of the public debt, as heretofore, in 
cash, on the spot, holding the money at interest, or 
granting their own bills to their correspondents, on 
consignments made by them to this country. In 
this case, the rate of interest to be allowed, or the 
rate of exchange to be granted to their corre- 
spondents, cannot be lower, and will in general be 
something higher, than the company’s rates, for 
these have hitherto furnished a sort of standard for 
regulating the money transactions of individuals. 

the price in the market of consumption, and in that case, a re-action 
must soon take place in the foreign market. 

^ A portion of this interest is nut expended, but forms a grow- 
ing capital : when it is not wanted for political purposes (that is, 
when the government do not borrow), it flows info commercial 
channels. It is always of great importance to trace the progress 
of this growing capital, and 1 believe a large accumula4;ion has 
taken place lately in India, notwithstanding the government bor- 
rowed a considerable sum in the last year. To this* accumulation 
they will be chiefly inflebted for the success of their plan of 
finance, if it should succeed : commerce has, in fact, been throw- 
ing out capital for some time past, instead of giving employment 
to new capital. 



39 


The engagement usually made by the agents 
with their absent correspondents, has been, to allow 
the exchange of 2s. 6d. per Sicca rupee, dt the least, 
when they found it convenient to receive paymen t 
of the interest of the public securities in cash, on 
the spot ; and it appears to me highly probable that 
they w^ill, at no distant period, recur to some such 
arrangement, which would have the effect of re- 
establishing the rate of exchange so long familiar 
to ns*. 

It is quite illusory to imagine that the clause in 
the new loan, which secures the creditor against 
payment for the term of ten years, will recommend 
it to the public. Time is of value when it secures 
a valuable possession ; but it is of no value or 
account as securing an object which is worthless, 
or which is one of indifference. I must contend, 
that a 6 per cent, loan, divested of the privilege of 
remittance, or with the exchange reduced to 2s. the 
Sicca rujjce, is not a thing estimable and desirable 
in itself ; for, as far as the European creditor is in 
question (and the Europeans hold four-fifths of the 
debt), it is in reality a loan, yielding an interest of 
only 4, 8-per cent, per annum * and even this low 
rate of interest is. subject to some deduction on 


♦ If the Company withdraw altogether from the remittance, 
this result may not take place, at least, not to the full extent of 
restoring to the public creditor the e9{;(^ange of 2s. 6d. The 
question will be adverted to, when 1 come to the examination of 
the plan of the Bengal government. 
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account of the charges of agency, while the non- 
resident .creditor is liable to the further disadvan- 
tage of having his property removed from his own 
control and management, and of being occasion- 
ally disappointed in the receipt of his periodical 
remittances. 

The clause in the loan of 1798-1799, which 
guaranteed an interest of 10 per cent, per annum to 
the subscriber for ten years, was of real value, 
because this rate was above the natural and ordinary 
level, and the longer the term during which such 
an interest was secured to the creditor, the more 
valuable the loan. The decennial loan accordingly 
bore a high premium almost immediately after it 
was closed, and this enhanced value decreased 
only as the period of payment approached ; but the 
speculative liberality which would secure to the 
Indian creditor for a term of years, a rate of interest 
below that which may sometimes be obtained in 
this country, and which may at all times be pro- 
cured in different parts of Euroj)e, is not likely to 
be hailed with extraordinary gratulation. 

In point of fact, the clause which guarantees the 
non-payment of the new loan for a period of ten 
years, is altogether a nullity, for this loan must be 
placed on the general register, after the remittablc 
loans, and this is quite a sufficient security against 
early payment, if the creditor attached "any value 
to the circumstance. 

The rate of interest, or the price paid for the use 
of money, is determined and regulated by a great 
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variety of considerations ; by the degree of compa- 
rative security, conveniency, and facility, in realizing 
the capital; by the habits of the community, as 
ten<ling to accumulate, or to dissipate, capital ; by 
the state of commerce, as calling for new capital, or 
otherwise ; by the financial and political situation 
of the country ; and by the value which money 
may bear at the time in neighbouring states, whose 
financial situation is such as to entitle them to 
nearly the same degree of confidence. And the 
financier who proceeds, without paying strict and 
minute attention to all these circumstances, will 
find that he has built without a foundation. 

1 am aware that there can be no fixed rate of 
interest, and I have maintained elsewhere that, 
under certain given circumstances, interest may be 
reduced to a negative quantib/, representing the ex- 
pense and risk attending the custody of money ; but 
M'hile an interest of between 4 and 5 per cent, per 
annum may be obtained in this country, and an in- 
terest of about 6 per cent, may be obtained from the 
governments of France, Prussia, and other Con- 
tinental States, any attempt to reduce the rate of 
Indian interest much below 6 per cent., must, in my 
opinion, inevitably fail. 

It is true that circumstances would, at the pre- 
sent moment, favour such an attempt, the public 
creditor being in some measure at the mercy of the 
government ; but let not tempofai'y circumstances, 
or temporary appearances, lead us to disregard 
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those facts and principles wliich have a more per- 
manent yifluence and operation. 

The Court of Directors, under a very peculiar 
stale ol things, may perhaps succeed in forcing 
upon their creditors a loan, containing very disad- 
vantageous conditions ; hut what will be the con- 
sequence? Upon the very first shock that the 
credit of their securities may receive, this loan will 
find its real value, and 1 shall not at all be sur- 
prised to hear of its falling to a discount of 20 or 
30 per cent,, to the great injury of their creditors, 
and to the ruin of public credit. 1 have the autho- 
rity of experience to justify this speculation. 

During the administration of Lord Cornwallis, an 
a<tcin])l was made, prematurely, to reduce the rate 
of interest to 6 per cent. ; but in a very short time 
after the experiment was made, the government 
notes, which had been issued at this rate, bore a 
discount of above 30 per cent. ; and the attempt 
was of course abandoned. The loan })rojected by 
the Honourable Court w ill be liable, 1 fear, to expe- 
rience a similar fate ; and if it should be completely 
discredited, on what terms can they reasonably 
expect to raise money in India, if funds should 
hereafter be required, either .for political or com- 
mercial purposes ? Will they not be compelled, in 
any new loan, to restore the remittance, which it is 
now proposed to withdraw ? Yes, and to superadd, 
perhaps, other most onerous conditions. It is no 
extravagant speculation to predict that, if public 
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credit be once subverted, or seriously shaken in 
India, the rates of interest will again rise /to their 
former scale of 8, 10, and even 12 per cent, per 
annum. 

It may be asked, then, how the Government of 
India ventured in 1810 to reduce the interest of the 
public debt from 8 to 0 per c(mt. This operation was 
not undertaken without long and mature deli- 
beration, nor witliout riderence to all those cir- 
cumstances which contribute to regulate the value 
of money : and the examination having satisfied the 
government that 8 per cent was above the natural 
level, it became their duty to take measures for 
clFecting a reduction in that rate. They were not 
only bound to do so, as the guardians of the Ho- 
nourable Company’s interests, but it was incumbent 
upon them to effect the reduction, if possible, in 
order to relieve the general commerce of the coun- 
try from a heavy and unnecessary charge. 

The experiment was not a hasty one, and the 
experience of ten years has now shewn that the 
Government proceeded upon a solid foundation. 

But so early as 1812, the new six per cents began 
to vacillate. The notes bore a discount (if I recol- 
lect) of about 9 per e<ent., and were not easily nego- 
tiable in the market : — the public had not, in fact, 
acquired perfect confidence in* the stability of this 
loan, and the merchants and liouses of business in 
Calcutta, were reduced to such a ^tate of pecuniary 
distress, that the most serious consequences were 
apprehended. The Government, however, came 
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forward, and afforded timely advances of money to 
the houses of business ; and by inserting in the 
transfer loan of 1812 the remittance clause, which 
secured to the public creditor a determinate value 
in England, as well as in India, they succeeded 
in giving to the 6 per cent, debt a steadiness and a 
degree of credit which it has jircserved ever since. 

There were other reasons at the time for super- 
adding this condition, so highly beneficial to the 
creditor. — It was desirable to call in the Bombay 8 
per cent, debt, and to obtain the command of large 
funds for remittances to England, at a time when a 
su])ply of tJie precious metals was urgently re- 
quired for great national objects. 

The boon * thus gratuitously bestowed upon the 
public creditors, will, no doubt, place some of 
them beyond the reach of the financial operation 
projected by the Honourable Court ; but I cannot 
regret that this protection has been given to them, 
and I only regret that the great body of the Euro- 
pean creditors did not avail themselves of the be- 
nefit. They all, however, had the option of trans- 
ferring their notes to the loan opened in 1812; 
and they cannot, therefore, accuse the Government 
of any partial proceeding towards them. 

• As the Honourable Court of Directors, by their resolutions of 
the Sth July lsi2, granted to absentees the same indulgence 
which the Goveniraent^of India judged it advisable to tender to </tc 
vihoh body of their mditors, it may be presumed that the Honour- 
able Coivt at that time felt satisfied with the justice and expe- 
diency of the measure. 
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Much of what I have urged will appear to be a 
digression from my subject ; but I wished to shew, 
by a reference to past events, that an attempt to 
force down the rate of interest may be attended 
with most serious consequences. I am aware, at 
tile same time, that a reduction of interest is not 
the precise object which the Honourable Court of 
Directors aim at, although to the European credi- 
tor this effect will certainly be produced. They 
arc anxious, and with reason anxious, to exonerate 
the Honourable Company from the burthen of 
effecting remittances from India in the present 
state of the trade with that country ; and it is now 
my purpose to inquire whether the safest and best 
course has been jmrsued for that purpose. 

India pays, or ought to pay, a public tribute, 
and it incurs annually a private debt, originating in 
the fortunes acquired in that country by British 
subjects and other Europeans, to a large amount. 
The nature of this private debt 1 have already 
explained, and I have ventured to estimate its 
present amount at about three millions sterling per 
annum. Now, it is evident that this public tribute 
and private debt can be paid only by means of the 
produce and manufactures of India ; and if Great 
Britain, and the rest of the world, will not receive 
and consume that produce and ’those manufactures, 
India must* during the period of their rejection at 
least, be reduced to a situation ’of great difficulty 
and distress — she must part with a portion of her 
stock of the precious metals, and a forced exporta- 
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tion of commodities must take place, even when 
attended with certain loss. A singular revolution 
has lately taken place in the trade of India. Cot- 
ton piece-goods, or calicoes, were heretofore the 
great staple commodity of that country ; but in 
consequence of the improved machinery which 
English ingenuity has of late years introduced, the 
manufacturers of Glasgow and Manchester can sup- 
ply India with muslins* at a cheaper rate than 
they can be made on the spot where this beau- 
tiful fabric was originally established ; and India 
now imports cotton piece-goods, manufactured 
from the produce of its own soil, instead of sup- 
plying England and the rest of the world with this 
important article of commerce. 

In consequence of this and other circumstances, 
the Court of Directors have found it impracticable to 
furnish remittances from India without subjecting 
the Honourable Company to a commercial loss ; 
and as, by the conditions of the Indian loans, 
they are under an obligation to supply a remittance 
to their creditors to the extent of the interest of 
the territorial debt, th(!y are naturally solicitous to 
relieve the Company from this burthensome engage- 
ment. But is this state of things likely to become 
permanent 7 and, if it bear not a character of per- 

* The exportation of calicoes last year, 1 understand, amount- 
ed to 300,000Z. The Indian, on seeing this commodity ap- 
pear from the West* might well feel the surprise expressed in 
the line, which Marquis Wellesley applied so happily to the re- 
iq>pearance of the lights of knowledge in the East. 
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manency, is it necessary, and is it wise, to engage 
in a hazardous undertakings in order to eso&pe from 
a temporary evil ? If it be permanent, I have no 
hesitation in saying that India must henceforth be 
regarded as a bankrupt country ; and that, in the 
course of a very few years, it will be found impos- 
sible to realize the present territorial revenue. It 
may continue to export specie and bullion for two 
or three years ; but we cannot substitute generally 
a paper currency in a country where the pecuniary 
transactions of the pcojde resolve into the most mi- 
nute fractions * ; and as soon as a scarcity of the 
precious metals is felt, tlic tmsettled revenue (the 
salt, the opium, the customs, and a part of the 
land revenue), will undoubtedly be affected, and 
even the land revenue, which is better secured in 
the Bengal provinces, under the permanent settle- 
ment, will not be collected without extreme diffi- 
culty, The Zemindars experiencing, as they will 
do, a scarcity of silver, will be compelled to give 
for it a larger portion of their raw produce (sugar, 
cotton, <J-c. ^c.,) and they will have in this case 


* The revenue of the district of Sylhet amounts to Rs, 200,000, 
and the settlement was mA.de with 22,000 persons. This number 
is now greatly increased by (he subdivision of estates, and the 
revenue is payable by monthly instalnients. How, it may be 
asked, can such minute payments be ejected ? By means of 
shells. 1 mention the circumsbiuce to shpw that it is quite im- 
possible to introduce a paper currency (jciicrally in India. In 
Calcutta it has succeeded well. 
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less to give in the shape of revenue contributions 
to the G^ivernment. 

In this instance, too, we perceive a tendency in 
the present state of things to operate a change in 
itself , — prices must fall ; and cheapness being the 
foundation of foreign exportation, a powerful 
stimulus will be given to the exportation of commo- 
dities from India. 

Moreover, by reason of the alteration which 
has lately taken place in the exchange of bills 
drawn from India, the exporting merchant is 
unexpectedly relieved from a charge of about 20 
per cent. 

Heretofore the manufacturer of indigo and 
others were obliged to pay in England from 2s. Id. 
to 2s. 9(1. to replace the rupee in India; they can 
now draw it back by paying only 2s. 2d. or 2s, 2^d. 
the exchange being reduced neatly to the bullion 
value of ithc coins interchanged ; and they arc 
in consequence not only relieved from a direct 
charge of about 20 per cent, on their export trade, 
but they indirectly effect a further .saving in the 
charges of insurance, interest, agency, 4'c. 

Here', again, we perceive another strong stimulus 
to exportation, and a tendency in the very evil com- 
plained of to work its own cure. 

But who has yet' ascertained that India is actu- 
ally in the bankrupt state supposed ? Who has yet 
inquired whether, upon its whole commerce with the 
rest of the world, it may not possess the means of 
paying its debt to England? The question was 
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j)roposo(l twelve year^ aiijo by the supreme fjovern 
iiKMit of India ; but I am not aware that Any steps 
hav(^ yet boon taken with a view to resolve it. Do 
we know whether, at this moment, the Americans, 
the Danes, the Dutch, the Portuguese, and others, 
may not l)e sending bullion to India to purchase 
the ])roduee and manufactures of that country, 
when, by means of a very sim))le arrangement, 
this bullion might 1)0 obtained ])y England in satis- 
factson of its d('mands upon India, not only without 
loss, but with a profit on the cxr/hangc ? We do 
positively know from the most aiitlicntie docu- 
ments •|', that bullion is e\])ortcd to C/hwa by the 
Americans to a large amount, and I think it not 
a1 all improbable that this identical bullion may 

^ Sef.‘ Ih ‘IT I'inancial Despatdi the August 1809, in 
wliidi the preseiit slate of things is anticipated with great 
(exactness. 

t 1 tnoe a pe.jx r Tii<‘, which 1 believe to be perfectly 

authentic, exhil>iiijig thi' folbn^ing statement of the exportation 
of bullion to Chimi by the Aine.ricaiis in the two last years, viz. 
bi ISIS-U), - - - Dollars 74,44,000 

l.Sll)-20, - - ♦ - - ()2,97,000 

The rej)i)rt of the Select Committee of the House of Lords contains a 
great deal of valuable information on the subject of the American 
trade with China ; and il is stated by a most intelligent witness, 
who was examined by the Cominiltef^,' that a pari, of the bullion 
sent to Cliiiuf ])y llie Americans, was actually exported the 
ports of Loudon and Liverpool “ These ISr)aiiish dollars are gene- 
“ rally obtained with British mannfaetiires on the west coast of 

America, and even in tlie ]K)rts of London and Liverpool.^* 

See Kvideiico of Mr. Crawford, p. 26. 

i: 
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ultimately find its way to Enj'land by tlie circuitous 
route of\India, (a case which has been known to 
occur), after subjecting the different parties con- 
cerned to a heavy and an unnecessary expense. 

After having witnessed, as wc have done, the 
establishment of sudi a ' manufacture as indigo, 
which supplies a remittance to the mother country, 
of near a million and a half sterling* per annum, 
who will venture to pronounce that the resources 
of India have been exhausted, and that it can no 
longer afford a tribute, or discharge its jirivate 
debt? This valuable manufacture was unknown in 
Bengal forty years ago, and it would have been 
regarded as perfectly extravagant to have predicted, 
at that period, its present extetision. Would it be 
more c;ktilldj^0:ary, if our Bengal provinces, whose 
productive .powers arc so well known, should here- 
after supply ^;^urope with cotton, sugar, tobacco, 
atnd other afecies, which it receives at present 
fidSin the Trans-atlantic States ? 

Now I do submit that, before any sweeping 
measure can Avitli justice or propriety be under- 
taken, the effect of which is to strike off, at one 
blow, one-fifth of the capital or income of a large 
body of individuals, it should* be made clearly to 

* The gross sales of iiuligo have in particular years (in I SIC, 
for instance,) exceeded this sum ; but some deduction should be 
made for charges (freight, &c.) which do not realize a remit- 
tance. I have not thought it of importance, in a discussion of 
this kind, to enter into details, or 1 should insert a statement of 
the annual sales for some years past. 
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appear that no safe or practicable alteitiative can 
be found within our reach. The reducti/n of the 
exchange to 2.?. the Sicca rupee, if it could be' t)er- 
manently enforced, (which, however, I thiilk it 
cannot be,) would not pnly have the effect of re- 
ducing the incomes of many of those who have 
retired from the Service, but it would operate pro- 
spectively to diminish the fortunes, or to prolong the 
period of service, of all those who look to India 
for their future establishment in life. 

I am far from being satisfied that an arrangement 
might not long since have been made for rendering 
the Honourable Company’s treasury the channel of 
remittance to India as well as from India ; and under 
such an arrangement, the^fiiiconveniehce loss 
to which the Company are now exposed, might in 
a great degree, I think, have been prevented. It 
is not too late, perhaps, even now to make.Jhe exr 
periment, and the first step which I would sug- 
gest is, that the Honourable Court of Directors 
should open their treasury?*^ for the receipt of 

* I presumed to suggest this measure, in a Letter addressed by 
me to the Honourable Court, on the 2d December last, of which 
the following is an extract : 

‘‘ Sdhj, By opening their treasury for the receipt of money for 
“ bills on India, at particular seasons, ^he Honourable Court will 
“ have it in their power, eventually, to draw any surplus funds 
‘‘ accniing in India, for the supply of any occasional deficiencies 
“ in their home-treasury, and will thus Ifhve the means of pre* 
“ serving or of promoting a just equilibrium between the two 

treasuries. The Honourable Court are aware of the great 

E3 
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moody for bills on Calcutta, Canton, ^c., and that 
public nS^ice of the terms of drawing should be 
given at Amsterdam, Lisbon, Copenhagen, Paris, 
Boston, Philadelphia, New York, and other places 
holding a commercial intercourse with India and 
China. The exchange should not be altered with- 
out giving previous notice, as shipments of bullion 
would not be made from distant places to London, 
unless the parties could dc])cnd n})on obtaining l,he 
remittance at a certain known rate. The Honour- 
able Court could afford just now to grant tenns 
which M’^ould certainly tempt the Americans to pur- 
chase their bills on China, and the .supercargoes at 
Canton can always draw with advantage on the 
Calcutta treasury for their reimbursement. The 
Honourable Court’s bills might, if judged safe and 
necessary, be sent for sale to America and other 
quarters ; but they could probably be easily nego- 
tiated in London, and they would at all events be 
eagerly sought after by those who have been ac- 
customed to export bullion to China from (Ms 
cjountri/. 

Nothing can be more simple than the princi])le 
of this arrangement. China has a demand upon 
America for tea and nankeens, India has a demand 
upon China for cotton and opium, and England has 

“ convenience and advantaojc which their i^overn.iionts abroad 
“ have derived from ha> lug rendered the jmblic treasurv tlui j2;reat 
“ organ of remittance througliont India ; and it appiiars to me 
“ that the same system might be extended with advantage to the 
“ exchange transactions between India and this connfry/’ 
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a demand upon India for tribute : let England re- 
ceive from America the amount of the debt, and 
tlie whole account is settled. 

It may be objected that, by granting the Ameri- 
cans such an accommodation, we encourage a rival 
trade. But do we not actually give them this en- 
couragement, by forcing down, or by taking mea- 
sures calculated to keep down, the exchange? If we 
should succeed in dej)rcssing it from 2s. 6d. to 2s. per 
Sicca ruj»ee, the American will soon lind that he can 
realize as much value in China with four dollars by 
a bill, as he has been accustomed to do with five 
dollars by ..emittances of bullion. The profit, at 
least, will be divided bctweeii him and the re- 
mitters from India. 

Not that the puMc creditors can individually 
engage in such a transaction ; nor will the houses 
of business, who may be I'xpccled to engage in it, 
jmsscss tlie same facilities which the Company 
coimiiaiid, fniiii their esiablishinent at Canton, from 
the extent of their capital, and the wcdl-cstablishcd 
credit of their bills. Tlu' Canton treasury is as 
much identified v/itli liie Calcutta treasury, as that 
of Bombay, the remittances to which have for many 
years past been eflected with a profit to the govern- 
ment of at least 8 ])er cent. ; and it is quite certain 
that a profit may in general be realized in drawing 
from China ujjon Calc\itta. 

But whatever may be tliought\>f this ju'ojcct, (and 
1 own that I have never been able to perceive any 
weighty objection to it) I must still question the 
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necessity and the expediency of attempting per- 
manently reduce the exchange granted to the 
Indian creditors, to the standard of a bullion 
renaittance. Bullion cannot far a continuance be 
made the medium of remittance from India, for 
that country does not possess any mines of the 
precious metals ; and I have explained above, that 
if it receive supplies of bullion from without (and 
it Cannot otherwise continue to remit it), the bullion 
to be imported should be exchanged for the bullion 
to be exported, and this exchange must be attended 
with a saving of expense, either to the importer, 
or exporter, or to both. 

I am aware that the exchange cannot always be 
effected; for instance, the gold-dust which is im- 
ported into Bengal from Bootan, the Eastern Islands, 
and some other quarters, could not possibly be ex- 
changed for bullion to be exported to England. 
But I am inclined to think that the sum of these 
particulat imports is not more than sufficient to 
supply the waste and consumption of the precious 
metals in our own provinces. Both gold and silver 
are not only wasted in the process of coinage, and 
in different manufactures, (plate, gold and silver 
lace and thread, ^c.), but the custom of wearing 
trinkets and precious ornaments, which prevails 
among the men, as well as the women and children, 
causes a large consumption of the precious metals 
to take place annually in India. 

I should enter more largely upon the commercial 
branch of the (luestion, for subjects of finance and 



commerce are in most cases so intimately connected, 
that no correct judgment can in general t^e formed 
with relation to the one, without reference to the 
other ; but slight as has been tlje sketch which I 
liavc attempted, it will still, 1 am afraid, have ap- 
j>eared tedious and irrelevant to those whose atten- 
(ion has not been habitually called to what may be 
regarded as a professional question. 

1 have presumed to hazard an opinion that the 
plan of the Honourable Court of Directors is not 
likely to succeed, and that, even if it should suc- 
ceed, the consequ('nces are to be deprecated. Ad- 
mitting, however, as I am disposed to do, that it is 
become highly desirable, if not absolutely neces- 
sary, for the Honourable Court to take some steps 
for the purpose of relieving the Honourable Com- 
]»any, as far as this can be done with safety and 
j)ropriety, from the burthen of efiecting remittances 
to England upon so large a scale, I have been in- 
duced to draw out the plans of two distinct loans, 
the object of which will be to scj)aratc the local 
from the European creditors, and to confine the 
remittance as much as possible to that class of 
persons who actually require it. 

The first, or “ Teiritorial Non-remittable Loan,’’ 
holds out an inducement to the resident capitalist 
to transfer to it his notes of tile loan of 1811, by 
granting him aji addition of 5 per cent, to his prin- 
cipal, which will then yield an interest of 6,30 per 
cent, per annum. The additional interest is equal 
to a jircmium of 5 per cent, on the sale of his 
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present interest bills, which is as much as the 
native capitalist can reasonably cxpccl to realize 
for a continuance by the sale of those bills, and it is 
the equivalent proposed to be granted as a con- 
sideration for the sacrifice of this advantage. 

It is proposed to receive Cofth subscriptions to 
this loan, at par, in order that the Government 
may obtain the command of funds to enable them 
to place the debt of 1811 in course of payment, in 
the event of the public creditors declining generally 
the terms of accommodation tendered to them. 
The resources likely to be at the disposal of the 
government of India will otherwise, in my opinion, 
be insufficient to secure the success of any com- 
pulsory process ; and it may, indeed, be found ex- 
pedient to promote cash subscriptions by extending 
to them the premium of 5 per cent."*, if it .should 
become necessary to reduce the disposable balance 
of the treasury, by des])atehing reniittanccs in spe- 
cie or bullion to this country. The local officers of 
finance will be most competent to decide on this 
point. 

The second, or “ Itemilt;ible lioan,” exacts a 
sacrifice from the European creditor, to the extent 
of 10 ])cr cent, on his capital, which will then yield 
him an interest of only S,-!!) per cent, per annum, or 
a remittance at the exchange of 2s. 3d. per Sicca 

* So far from this having been ftmiid necessary, the govern- 
ment oi’ ImVm U> !u\\e obtained ea.sh snbscriplions nith a 

profit of 3 per nut. to the Coinpanv. I own that 1 under- 
f^stiinated their r< sourees. 
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rupee oil his present interest of 0 per cent, per 
annum. The consideration oftered him* for this 
sacrihee is, an uUonate remittance for the principal 
of his notes, and a conscipient security against any 
future attemjits which mig'it be made to his pre- 
judice. 

AH t!io Europeiin creditors will then be placed on 
t!u; same footing, and it will no longer be possible 
to (Htiturb the public debt. 

Jf this be considered an objection to the measure, 
if it be considered desirable that the Government 
should still hold in their hands the jxiwer of 
making a still further reduction in the rate of 
Indian interest, I reply, that it would be cjuite 
irreconcilable with every princijile of justice to 
ajiply this jMiwer parlMli/ against one particular 
class of the public creditors, to their utter ruin, 
wliiic another class enjoy perfect sccuriJy. I feel 
a riductancc even in jiroposing that so large a sacri- 
tice as 10 per cent, should he rerprired from the 
creditors of 1811. cxdmivdi/, while the rest of the 
creditors have their situation rather improved ; but 
to force the surrender of (nie-fifth of their income, 
because they alone hapjrcu to be without an alter- 
native, or tlic incaus of resistance, would seem to 
be a measure of hardship, Avhich nothing but abso- 
lute necessity could justify. ' 

1 will tiven grant to those wlio speculate upon 
a furtlier reduction of Indian interest, tliat, at 
some future period, the rate of interest' in this 
country shall be reduced, say to 3 per cent., (and 
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some such concession is a necessary condition of 
the proposition) — then, I contend, that the remit- 
tance clause will not subject the Honourable Com- 
pany to inconvenience, for who will be tempted 
to transfer his capital to England for the purjmse 
of obtaining such a rate of* interest? and even if 
some of the creditors should avail themselves of 
the remittance, would it not be highly advantageous 
to the Company, or to the nation, that a part of the 
Indian debt, under such circumstances, should be 
transferred and funded in this country *'l 

The loan of 1811, amounts to sicca rupees 
13,96,00,000, or at 2s. 6d. j)cr sicca rujjec, to 
17,450,000/. sterling ; but I cannot undertake to 
estimate, Avith any degree of precision, the pro- 
portions of it, which arc likely to be subscribed 
to the new loans respectively ; and Avithout such 
an estimate, the clFects of the proposed arrange- 
ment upon the finances of the Honourable Com- 
pany, cannot be satisfactorily exhibited. I'hc 
natives arc by no means the jtrincipal j)ro})rietors 
of the public securities ; but they hold, I believe, 
a larger proportion of the loan of 1811 than (»f the 
debt generally, and I will assume that live millions 
of this loan arc transferred to , the ncAv “ Terri- 
torial Loan.’’ I Avill also assume that ten millions 
are subscribed to the new “ Remittablc Loan 

* Not that I wish to see any general substitution of European 
for Indian creditors, because the public debt forms one of the 
great bonds of union between the two countries. 
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and the financial results will, in this ease, be as 
follow : 

1st, The Honourable Company, at an expense 
of 15,000/. per annum, will be relieved from the 
remittance to the extent of 300,000/. annually, 
upon which a loss of SO per cent, might possibly 
be incurred ; and as, in fact, the Honourable Court 
of Directors, in their own plan, propose to offer 
a bonus to their creditors who may transfer their 
notes to a non-remittablc loan, and as a bonus 
of 5 per cent, is the very least which could be 
offered with any prospect of inducing them to 
make the transfer, the additional cliarge upon the 
debt of 15,000/. per annum, which my proposition 
would entail upon the Comj>any, will not be re- 
garded as a sacrifice for wliich the Honourable 
('ourt arc unprepared. 

2(%, Upon the interest of ten millions, or 
000,000/., the rate of exchange will have been 
reduced, virtually, fixnn 2s. 6d. to 2s. 3d. the sicca 
rupee, or 10 per cent., supposing a remittance for 
the interest to be actually called for ; but if pay- 
ment of the interest should again be demanded in 
India, as heretofore, the effect of my j)lan will be 
to strike off a million sterling from the principal 
of the debt. In cither case, a saving of charge to 
the amount of 60,000/. per* annum Avill be pro- 
duced, oi*45,000i. per annum, after deducting the 
sum in which the interest of the “ Non-remiltable 
Loan,” will have been augmented. If the com- 
mercial equilibrium should be re-established, the 
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bonus or the sacrilicc which tlic Honourable Court 
of Dircetors may have authorized in order to 
relieve the Coniiiany from the burthen of the 
remittance, will be pure loss ; wliercas the plan 
which I have ventured to oflbr as a substitute, may 
eventually be attended rvith a substantial advantage 
to the Honourable Company. 

I will not undertake to answer that my plan will 
succeed to the extent which the Honourable Court 
of Directors seem to consider desirable and neces- 
sary, for I cannot hold out any expectation that the 
proprietors of the notes of 1813, and subseciuent 
years, will be induced to transfer their securities 
to the “ Territorial, or Non-remittable Loan:” they 
cannot be subjected to any compulsory process, 
and a bonus of 5 per cent, would not induce them 
to relinquish their jucsent advantage. I considered 
for some time, whether it might not be advisable 
to ofier them a bonus of 10 per cent. ; but, although 
this might tempt the )iative creditors to subscribe, 
it appeared to me, upon reflection, that the sacri- 
fice would be too great to purchase exemption from 
what may be merely a temporary evil ; and it is 
not, moreover, desirable to make such a marked 
distinction between the value of the diflerent loans, 
if it can be avoided. 

It may be urged, and certainly with every appear- 
ance of reason, that the “ Non-rcmittablc Loan,” 
proposed by me, Avill be just as liable to be depre- 
ciated in value as that projected by the Honourable 
Court ; but there arc circumstances which consti- 
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tute a difference. The former will be to a limited 

# 

amount, not exceeding five, or, at the utmost, 
seven millions ; and it will be confined chiefly, if 
not exclusively, to the great native capitalists, who 
seldom move their propjjrty when it is once invested 
in the public securities, and who are seldom, or 
never, forced to a sale of those securities. With the 
European creditors, on the contrary, forced sales are 
not. at all uncommon : they occur, at present, from 
a great variety of circumstances ; and they may be 
expected to occur much more frequently, in the 
event of the parties being compelled rcbactantly to 
transfer their property to a loan, the conditions of 
which are hi<.dily disadvantageous to them. In this 
case, a motive will be constantly felt for getting 
Old of such a lomi, either for the jnupose of remit- 
ting to England, or otherwise, aiid no motive will 
be felt for getting inlo it ; so that the sellers, when- 
ever a sale becomes necessary, will find themselves 
at the mercy of the purchasers. In point of fact, 
there is not at present in India, belonging to resi- 
dent proprietors, an uninvested capital sufficient to 
take off that portion of the debt which is held by 
the non-resident creditors of the Honourable Com- 
pany. 

I have not, however, concealed that my own plan 
is liable to objections, and one great objection is 
the difficulty I foresee in supporting the credit of 
any loan, which does not afford the convenience 
and the advantage of a remittance to England. With 
the European creditors, tliis objection is absolutely 
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oonclusiye against any such loans ; with the resident 
capitalist, it will operate less powerfully ; and if 
the loan be confined to the opulent natives, it will 
rarely appear in the market, and it may escape 
those violent fluctuations tos which it would other- 
wise be exposed. 

Although perfectly aware thatmy'own plan is not 
altogether free from this and other objections, I 
still venture to submit it to consideration, upon a 
full conviction that it may be attempted without the 
danger of producing mischief, and with a fair 
prospect of success, as far as the object is actually 
attainable ; and although I cannot suppose that 
this, or any other plan which trenches upon the 
income of the public creditor, will be acceptable 
to him, I feel satisfied that my plan, if carried into 
effect, will relieve him from a situation of great 
uncertainty, and at a moderate expense secure 
him against those fluctuations to which his pro- 
perty may otherwise be liable, as well as against 
any attempt which might hereafter be made to dis- 
turb it, in consequence of any real or supposed 
change of circumstances. 


July, 1821, 



Retmrks on the Plan of Finance promulgated by the 
Bengal Government on the Isi May, 1821. 


Before 1 submit the two plans of loans adverted 
to in the preceding Remarks, I would wish to offer 
a few observations on the measure of finance 
adoj)ted by the Supreme Government of India, 
which was not, of course, known to me until very 
lately. 

The plans of the Honourable Court of Directors, 
and of tlio Bengal Government, have the same ob- 
ject, and one great feature in common — they pro- 
pose to relieve the Honourable Company from the 
burthen of effecting remittances to this country — 
the one by reducing the exchange from 2s. 6d. to 2s. 
the sicca rupee — the other by withdrawing the 
privilege of remittance altogether from the public 
creditors. 

Both plans force upon the public creditors loans 
which they would not willingly subscribe to, and 
which are liable, therefore, to be discredited ; and 
the Bengal plan being entirely unsuitable to the non- 
resident creditor, no expectation can reasonably be 
entertained of sustaining its credit for any length of 
time. 

Both plans have a tendency td aggravate, in the 
first instance, the evil complained of. This evil 
consists in the inability of India to pay the debt 
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annually incurred to Great Britain, and these jdans 
would comj)el her to pay at once a portioti of the 
principal of the debt already contracted. The bur- 
then of the remittance would, it is true, be shifted 
from the Honourable Comi)any to the private cajgi- 
talist ; but the remittance mu.st still be made, and 
the difficulty of effecting it i.s not at all diminished 
by the transfer. Indeed, on the part of the Com- 
pany there is not the same urgency for making it 
at any particular period — they have capital and 
credit, and they can wait without much inconve- 
nience for a favourable change of circumstances. 
The annuitant, on the contrary, cannot wait for 
those remittances which must supply his daily ex- 
penditure. 

Both plai»s, but more c.specially the Bengal plan, 
have consequently a direct tendency to force India 
to strip herself suddesdy of her stock of the pre- 
cious metals ; and this forced exportation of specie 
must create a difficulty in realizing the public rove 
nue, and may aiu.se, hereafter, a diminution of 
that revenue, by lowering the price of agricultural 
produce. 

The Bengal plan will throw into the hands of the 
houses of agency the capital of all absentees who 
hold notes in the loan of 1811, and these houses 
must henceforward become the great organ of re- 
mittance from India, instead of the Honourable 
Company, by whom the remittance has hitherto 
been made with so much attention to the security, 
convenience, and advantage of the public creditor. 
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The Government agents can no longer act, for 
they will have no means whatever of fiimishing 
remittances. Even if they should be authorized 
to remit by private bills, they will not be able 
to procure them ; for the houses of business, 
who draw on the part of the Indigo manufacturers 
and others, will very naturally give a preference 
to their own correspondents, and may not always 
find it practicable to draw to the extent of their 
demands. Public bills will rarely appear in the 
market, if the loan of June 1811 be converted into 
a local debt, the interest of which is payable only 
in cash ; and, at all events, under the uncertainty 
which will exist with regard to the ability of the 
Government agents to effect remittances, no person 
who depends upon the punctual realization of his 
income, can venture to employ those officers. 
Thus an establishment, which was formed ex- 
pressly for the security and the convenience of 
the public creditor, will have been virtually super- 
seded. 

The Bengal plan avoids the legal difficulty which 
the plan of the Honourable Court involves. It 
makes no reservation in favour of absentees, ex- 
cept in allowing tljem, under clause four, to re- 
ceive their interest by bills on England to the 31st 
December next ; and this small measure of favour 
being bestowed only as a condition of the new loan, 
it will not affect the pre-existing contracts. The 
Governmetjt were competent, of course, to insert 
any new conditions in the new contract ; and by 

V 
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paying off the whole debt of 1811 at once, (as 
would seem to be intended), the creditors are all 
dealt with in the same manner. 

The Bengal plan has a much better chance of 
succeeding than that of the. Honourable Court; be- 
cause the absentees have had no opportunity allowed 
them to make an election, and their agents on the 
spot, in the absence of all instructions, will pro- 
bably sec no alternative but to subscribe for them 
to the new loan. They may, with every appear- 
ance of reason, decline to receive from their cor- 
respondents largo sums of money at interest, at a 
time when it cannot be employed to advantage ; 
and they may have supposed that, if they omitted 
to subscribe, the absent creditors would be sub- 
jected to a loss of interest. It accordingly appears 
that large transfers have already been made to the 
new loan, and these will secure the success of the 
measure, if the native capitalists should not combine 
to defeat it. 

The absentees whose agents may have subscribed 
without regular powei's, will, no doubt, be at li- 
berty to disavow the act, and to insist upon re- 
ceiving payment of their original securities, which 
still exist as a demand against the Government, the 
act of an unauthorized agent having no effect what- 
ever in cancelling the obligation. But even if this 
step should now be generally taken, it Is not likely 
to defeat the plan.' The demands upon the treasury, 
which, under the notice given by the Honourable 
Court, would probably have been made simulta- 
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ncouisly, and to such an amount as to arrest the pro- 
gress of the operation, can now come forward only 
gradually, and in such scattered fragments as to pre- 
clude all idea of the Government being exposed to 
difficulty in providing their discharge as they 
successively appear. 

To assist the judgment of persons in this country, 
who have not yet determined upon the course of 
proceeding to be pursued by them, has been one 
great object of the present discussion ; and although 
I cannot flatter myself that I shall succeed in guid- 
ing them through the difficulties by which they arc 
encompassed, it may not be quite useless that I 
should lay before them the alternatives upon which 
they must decide. 

\st. Those who are entitled to the benefit of the re- 
solution of the Court of Directors of July 1812, will 
unquestionably do well to avail themselves of it, by 
accepting bills on England at the exchange of 2s. 6d. 
per Sicca rupee. These bills will bear date the 
31st July 1821 (or the date on which their notes 
of the 30th June 1811 may, respectively, have ber 
come due), and will be payable in England eighteen 
months after their date. During this run of the 
bill, individuals are apt to fancy that they are 
losing interest; but time, or interest, forms one 
part of the consideration which* determines the rate 
of exchang*e, and this supposed loss of interest must, 
at all events, be submitted to whenever their funds 
are brought home to this country. As a reason for 
accepting the benefit of the resolution of July 
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181S, it is only necessary to mention that bills at 
2s. 6d., payable twelve months after date, have 
lately borne a premium as high as 20 per cent, in 
the Calcutta market. Bills at eighteen months’ 
date are only less valuable ,by the difierence of in- 
terest for six months (or 2| per cent.) ; and they 
must consequently be much more valuable than 
either cash or the notes of the new loan. Nor 
are the public creditors likely to experience any 
diminution of income, by transferring their capital 
to this country. The Honourable Court of Directors’ 
exchange of 2s. per Sicca rupee reduces their inte- 
rest to 4,8 per cent., subject to a further deduction 
for the charges of agency ; and this rate of interest 
may, in general, be obtained by investing in our 
Navy 5 per cents, while a much higher interest 
may be obtained by investing in the public funds 
of France, Prussia, and other continental states. 

2d. Those absentees who cannot claim the be- 
nefit of the resolution of July 1812, but who do 
not stand pledged to subscribe to the new loan, 
will have to consider the following circumstances: 

If they disavow the act of their agents, which is, 
in truth, an act of supererogation, and a mere nul- 
lity, the interest on their notes of June 1811, 
will have ceased on the 31st of July Jast, or on 
the dates on which those notes may severally 
have become payable : but still I thiiik that the 
Honourable Court of Directors, and the Govern- 
ment of India, with their accustomed liberality, 
will be disposed to relieve them (as was done on a 
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former occasion), from the loss of interest to which 
(hey may thus expose themselves. 

If an option be allowed to subscribe, either to 
the loan projected by the Honourable Court, or 
to that announced to the public by the Govern- 
ment of India on the 1st May last, and it be de- 
termined by the creditor to subscribe to the one or 
the other, undoubtedly the former merits a prefer- 
ence ; for it provides a remittance for the in- 
terest, unfavourable as the terms unquestionably 
are, and the creditor need not have recourse to 
the Company’s bills, at 2s. per Sicca rupee, if he 
can procure other bills at a better exchange. The 
public have not yet been informed whether an op- 
tion between the two plans is to be granted ; but as 
the Honourable Court may be considered to have 
pledged themselves to their creditors in this coun- 
try, their plan will not, I presume, be withdrawn, 
merely because the local Government may have 
succeeded in forcing upon the public creditor terms 
more rigid and disadvantageous to him. What if 
the Bengal plan should miscarry '! Will it not be 
more prudent to avoid the consequences of such a 
contingency, by securing as large a subscription as 
possible to the Honourable Court’s loan, although 
it may tall sliort of the complete accomplishment 
of the object which seems to be desired '! The exe- 
cution of tVo plans, originating at the same time in 
two different quarters, so far lemoved from each 
other, is liable, no doubt, to be attended with much 
inconvenience ; but the creditors must now, I con- 



70 


cipivc, be allowed to make their election between 
them ; and even if the Honourable Court should 
reject the modifications which 1 have presumed to 
suggest, they will, in my opinion, consult the 
public interests by adhering to their own plan in 
preference to that adopted by the Government of 
India. 

But there is a previous question for the creditors 
to "decide, namely, whether they will subscribe to 
either plan. 

If they determine to receive payment of their 
notes of June 1811, in cash, they will fkid it im- 
possible, for some time at least, to obtain a remit- 
tance to England for the principal, without incur- 
ring a heavy loss ; indeed, a remittance in bullion 
would seem to be the only one open to them at 
present. In the interim, their agents in Calcutta, 
finding it impracticable to employ the large capital 
which would thus be thrown uj)on their hands, 
may decline to receive the money at interest, or 
may allow only a very low rate of interest ; and as 
a. difficulty may be experienced in procuring a re- 
mittance, even for this low interest, the parties must 
necessarily remain under great uncertainty with 
regard to the amount of their Income, and tire jx;- 
riod of receiving it in this country. 

On the other hand, if they subscribe to the 
Bengal loan, an opportunity may occur,' when it is 
too late, of remitting to England on more favour- 
able terms ; for it may then be impossible to get 
out of the loan without making a pecuniary sacri- 
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ficc. The loan may not be negotiable, except at 
a considerable loss ; and if war should bccur in 
India, or if large remittances should continue to 
be made to this country in specie, my own opinion 
is, that it will be greatly depreciated in value. 
Should peace be happily preserved, there is one 
circumstance which may operate to sustain its credit. 
In Indian large accumulation* of capital takes place 
annually, and the proprietors of a part of this ca- 
pital, or their representatives, (trustees and others), 
arc disposed always to invest it in the public secu- 
rities in preference. I was accustomed to estimate 
its amount, in Bengal alone, at from 70 to 80,00,000 
ruf>ees per annum, or near a million sterling, and it 
has since probably increased. Now, if there be no 
demand for new eapital, either for political or com- 
mercial purposes, this fund, coming regularly into the 
market, tends to uphold the value of the Government 
securities, and it may, possibly, for a time support 
the credit of the new loan, unsuitable as that loan 
undoubtedly is to the European creditor. 

But without looking forward to those circum- 
stances which may affect the value of the prindpat, 
let us inquire in what manner the public creditor 

* This accumulation must not be confounded with what I have 
designated the private tribute payable by India to England : the 
former consists partly of Native, and partly of European capital, 
which is saved and not expended ; the latter is wholh/ European 
capital, consisting of savings, and the interest of previous savings, 
reiiiitled, one year with another, for the purpose of being invested, 
or of supplying expenditure in England. 
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will realize the interest of his capital, if he should 

place it in the loan of the Bengal government. 

He must of necessity employ a private agent, and 

he must depend entirely upon that agent, both for 

the terms of the remittance, and the means of 

« 

procuring a remittance on any terms. The houses 
of business are accustomed to make advances to 
the indigo manufacturers and others, at some 
risk to themselves. There is a general under- 
standing that the bills to be drawn upon the con- 
signments to this country should be negotiated by 
those houses for their reimbursement ; a difference, 
I believe, is usually made of Id., and sometimes 
2d., in the rupee, between the rate at which the 
bill is taken from the manufacturer, and the rate 
at which the agent draws; and this commission, 
which at 2d. in the rupee amounted to Of per cent., 
when the exchange was at 2s. 6d. per Sicca rupee, 
would, upon the present exchange of 2s. per Sicca 
rupee, amount to 8^ per cent. ; and it is to be pre- 
suihed, therefore, that some modification of the rate 
will take place with reference to the change of 
circumstances*. 

* Ab for as my experience and recullectiun extend, it was usual, 
I think, when the Company’s bills were at 2s. 6d., for the agent 
to draw at Ss. 7d., and to take the manufacturer’s bill at 2s. 8d. ; 
and the difference of 1^. in the rupee was far from being on 
unreasonable indemnification for the agent’s risk; trouble, and 
expense, considering that all speculations in indigo and silk (as 
well as in some other articles for which adrances are made), are 
liable to a twofold risk; first, the contingency of bad seasons ; and 
iKwf, tlic chance of bad markets. Indeed, when the one is favour- 
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To the extent, then, of their consignments to 
this country, the agents can accommodate their 
correspondents with bills; but should any delay 
occur in effecting sales, or should the demand for a 
remittance exceed their jneans of supply, they can^ 
not continue to draw; and the annuitant in this 
country will have no alternative but to order home 
his money in specie or bullion ; a mode of remit- 
tance attended with some trouble, altogether unsuit- 
able when the sunt is small, and liable always to un- 
certainty, both with respect to its amount, and the 
period of its realization*. 

able, the other is generally otherwise. I have known the long 
bills of the Company’s supercargoes at Canton, to be negotiated 
in Calcutta at 2s, 9d, and the bills of a respectable Foreign Com- 
pany, at 2s, lOd . ; but at that time, a bullion remittance, which 
constitutes the great check to a high exchange, was quite imprac- 
ticable, from the high price of the article, and its great scarcity 
ill England and other parts of Europe. The former high rates of 
Indian interest had, also, a material effect upon the exchange. 

* A bullion remittance from India cannot be expected, on a 
medium, to realize 2s. the Sicca rupee, even if the coins exported 
be all of full weighty and it will be recollected that our Indian 
coins are allowed to circulate until they have lost six anas, or*/g-ths 
per cent. Gold will probably give the best remittance, and may 
be expected to realize 2s. the Sicca rupee, within a very small 
fraction, allowing 7^ per cent, for the charges of freight, insurance, 
and agency, and taking credit for 2^ per cent, for the saving of 
interest on a bullion remittance, which will, in general, be realized 
six months sooner than a bill at twelve months’ date. But neither 
gold, nor Spanish dollars (which may be considered the next best 
specie remittance), can be procured always in Calcutta, to any 
large amount ; and the public creditor will, therefore, 1 fear, in 
most cases, be compelled to remit the Sicca rupee, which, at the 
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How different was the situation of the public 
creditor'heretofore. His income was certain in its 

present prices of bullion, wiU scarcely yield him Is. lid. The 
following materials will enable those who are interested in the 
result, to satisfy themselves that ‘they cannot depend iijK)n rea- 
lizing even 2s. the Sicca rupee, under present circumstances, by 
ordering their interest to be sent home in any description of specie 
or bullion : — 

Fine Gold in a Calcutta gold mohur, mint standard, troy grains, 187,651 
In a Madras gold rupee (equal to 15 silver rupees), troy grains, 165, 

Fine silver in a Calcutta Sicca rupee, mint standard, troy grains, 175,023 
Fine silver in a Spanish dollar, on an average, troy grains, 370,648 
Fine gold in an ounce of English standard, troy grains, 440, 

Fine silver, ditto, ditto, 444, 

Mint price of an ounce of English standard gold, £3 17 10| 

Ditto ditto silver, 0 5 3 

Present market price of dollar*silver, per oz. 0 4 SJ 

Ditto standard silver in bars, ditto 0 4 11 

100 Spanish dollars yield in the Calcutta mint, net S». rupees, 306 5 11 
100 Spanish dollars usually cost in the Calcutta market, 8“. rs.,307 or 308 

If a free government should be established in the Spanish 
American Colonies, and the steam-engine should be introduced 
generally in their mines (one has been successfiiliy introduced 
already, I understand), a very great change may take place iiit he va, 
|ue of the precious metals all over the world ; but I shall not attempt 
to trace the bearings of such a change upon the question under 
consideration. I am lully aware that, even according to the pre- 
sent price of the precious metals, 2s. 6cL is a high valuation for the 
Sicca rupees, because a remittance in bullion /row this country to 
India will cost at present only 2s. 2cf., or 2s. 2 d., and the corres- 
^nding exchange for bills to be drawn from Calcutta^ at twelve 
months* date, ought to be only 2s. Ud., or 2s. 5rf., the difference 
between the two modes of remittance being about 2^d. It is 
scarcely necessary for me to explain that this difference of 2^,(f. 
represents the value of time, or interest, for 18 or 20 mouths. If 
the manufacturer, or merchant, draw from Calcutta on London,' 
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amount ; it was received at stated periods ; he had 
the option of employing, at a trifling expense, the 
agency of the public officers, acting under the gua- 
rantee of the Government ; and he enjoyed the 
advantage of public security, until his income actu- 
ally reached his own door. The reverse of all this 
must be experienced for the time to come ; and the 
public creditors must become exporting merchants, 
and traffickers in the precious metals. 

he receives the money 12 months before he pays it. If he wait to 
remit from London, he advances the money about S months before 
he realizes it in Calcutta. To him, therefore, there is in the former 
case a saving of 20 months* interest, which at 6 per cent, per 
annum (and he in most cases saves Indian interest) amounts to 
10 per cent, equal to about in the rupee. When Indian 
interest was at 10 and 12 per cent, per annum, the value of this 
saving of time was of course much greater, and it shewed itself 
accordingly in the exchange. But while I admit that the exchange 
of 26'. 4^., or 26. 5c/., for bills to be drawn from Calcutta, would 
be more in correspondence with the present prices of bullion, and 
the present rate of interest, than 26. 6c?., I cannot admit that 26. 
is the proper and natural exchange, if we assume (as I am dis- 
posed to do) a balance of trade to exist, as formerly, in favour of 
India, requiring remittances to be made from this country in bul- 
lion; and still less can I admit that the value of such a mass of 
property as the public debt of India, ought to be changed with 
every variation in the prices of bullion, or in the course of the 
trade. Two shillings is, no doubt, very near the natural exchange 
when bullion is to be remitted from Ihdia ; 26. 5c?. (or a higher 
rate, if interest exceed 6 per cent, per annum) when bullion is to 
be remitted to India ; and the latter case has occurred for the last 
thirty years, with few exceptions, and may be expected to occur 
again. 
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It may be said, that all those who invest in 
the English funds are liable to have their capital 
depreciated in value ; and that those who purchase 
into the French, Russian, and other foreign funds, 
in addition to this contingency, are liable also to 
have their incomes affectcd"by the variations in the 
exchangfe. This is certainly true; but, in the 
former instance, the capitalist purchases a determi- 
nate income, which is not liable to be diminished 
in consequence of fluctuations in the value of the 
principal; and although the income drawn from 
some of the foreign stocks does vary with the ex- 
change, the fluctuations cannot range between 
such wide extremes. Limits arc in general placed 
to the variations of exchange by the cost of a bul- 
lion remittance; but into this cost, time (or in- 
terest), sea-risk (or insurance), and the charges of 
transportation, enter always as ingredients ; and as 
these charges are much more heavy on a remit- 
tance from India, than they can be on a remittance 
from the Continent of Europe, the extremes of 
difference in the exchange are liable to be much 
greater in the one case than in the other. We 
have accordingly seen the exchange with Calcutta 
fall, within the last two or tlirce years, about 20 
per cent. Formerly, it was found necessary to send 
bullion from England to India ; now, it is become 
necessary to bring it from India to England, and 
the exchange has varied to an extent, even exceed- 
ing the charge of the two operations taken collec- 
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tively, for it includes also the expense of convert- 
ing particular coins into the local currency.’ 

1 do not insist upon the fact that the public 
creditor must henceforth depend entirely upon the 
prudence, moderation, and responsibility of his 
agent. Competition, it may be said, will place 
him in the best hands, and give him the full be- 
nefit of any favourable alteration which may here- 
after take place in the course of the exchange ; 
but competition is weak where a business requires 
a large capital and extensive connexions, and 
where it necessarily centres with a small number 
of persons. Nor have I undertaken to plead 
a case of private grievance, or of individual 
distress. The objections which I presume to urge 
against a measure, emanating from an authority 
which I respect, stand rather upon public grounds ; 
and some of these I will briefly recapitulate, 
although sensible that I have been led already 
into much repetition. 

l«f. The operation can succeed only with a part 
of the debt, (namely, the loan of June, 1811,) if 
it succeed at all. The interest on the remainder, 
amounting to about a million sterling per annum, 
must still be paid at the London treasury; unless, 
indeed, an attempt be made to new-model the later 
loans, with an absolute certainty of causing the 
principal to be transferred to this country. 

2nd. A part of the principal of the loan of June 
1811 is likely to be transferred for payment to 
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England, by reason of the proprietors availing 
themselves of the resolution of the Honourable 
Court of Directors of July, 1812 ; and this transfer 
must necessarily aggravate the difficulty at present 
experienced in providing for the payment of the 
annual interest, at the London treasury : a greater 
demand may, in fact, be thus thrown upon the 
home treasury, in the ensuing three years, than 
would have come upon it, if no attempt had been 
made to new -model the debt; and, before the ex- 
piration of that period, the trade from India may 
have recovered itself so far as to render the ope- 
ration altogether unnecessary*. 

3rd. A forced exportation of bullion must take 
place from India, as a necessary consecpience of 
the measures which have been pursued, to the pos- 
sible injury of the public revenue f. 

^t/t, The unsuitableness of the new loan to the 
European creditor, must render it extremely diffi- 

* Instances have occurred of a very considerable depression oJ‘ 
the exchange within my recollection ; but it recovered in a short 
time, and not, perlaaps, less rapidly because the Government 
abstained from all interference. 

t It may be said, that if the China trade can afford the remit- 
tance which I suppose, the American bullion will find its way to 
India, to replace that which may have been exported from India 
to England : so it will, sooner or later, somewhat diminished in 
quantity ; but my argument hinges chiefly on thj|$ fact, that a 
greater exportation fron) India than would otherwise have been 
necessary, will take place by the forced transfer of a part of the 
principal of the debt prematurely. 
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cult for the local government to sustain its credit ; 
and if it should once be materially depreciated in 
its exchangeable value, it will remain a depressing 
weight upon public credit for the time to come, and 
perhaps cause the renewal of those high rates of 
interest which it has be*en the great object of the 
public authorities, both abroad and at home, per- 
manently to reduce. 

There are considerations of another description, 
which I shall notice very slightly. 

1.?/, I would resjrectfully submit to the Honour- 
able Court, whether in ceasing to act as the great 
organ of remittance from India, a strong argument 
will not be furnished to those who are so much 
disposed to attack their China monopoly ? Was it 
not urged as a ground for continuing to the Ho- 
nourable Comjrany the exclusive trade with India, 
that they afforded the only safe, convenient, and 
certain channel for effecting the remittances to this 
country ? And may not the Indian capitalist now 
urge with some show of reason, — “ You decline 
“ to supply us with a remittance to England, as 
“ heretofore, — we can send opium and cotton to 
“ China for the purchase of tea. Allow us, then, 
“ to send this tea to the continent of Europe, and 
“ we shall experience no difficulty in realizing our 
“ fortunes, with safety and advamtage, in the mother 
“ country.* If this accommodation be denied, will 
‘‘ not individuals soon be found to engage in a 
“ clandestine trade, for the pjxrpose of effecting a 
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“ remittance so urgently called for.” I will not 
presume to offer an opinion on the great question 
of the China monopoly, on which many expe- 
rienced and very able men appear to entertain very 
dissimilar sentiments ; but it does occur to rne that 
all those who support it "upon principle, ought, 
upon principle, to afford every facility in the way 
of the Indian remittance, which will otherwise 
force itself a channel through China, to the pro- 
bable injury of that monopoly. 

2d/y, I would submit, whether to sever the 
debt of India from Great Britain, would not be to 
break one of those chains which now happily bind 
the two countries together. If we succeed in ren- 
dering it exclusively a loca^ debt, who in this 
country will have any direct interest in the financial 
prosperity of those distant regions ? The interest 
at present felt, is unfortunately much too weak 
and languid. It is, no doubt, highly desirable that 
our native subjects should hold a portion of the 
public debt, and they should be encouraged to 
invest their property in it, because it gives them 
an immediate interest in the stability of our govern- 
ment ; but they have not, I conceive, uninvested 
capital at present, sufficient to admit of their be- 
coming, either the s^, or the principal proprietors 
of the territorial debt ; and our tendering to them 
a loan, whose credit may not be sustained for a 
single twelvemonth, is not, perhaps, the most 
obvious or certain way of affording them this 
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cncoiirawomCnf, although, should tlio loan fall to 
a discount of 20 or 30 per cent., a motive for in- 
vesting in it may by and by present itself. But, 
without urging further that it is not desirable, even 
if it were immediately, practicable, to cause the 
retired servants and others in this country to relin- 
quish their interest in the Indian debt, I submit 
that the reduction of the exchange must have ano- 
ther tendency to weaken the connexion at present 
subsisting between the two countries. Those who 
licretofore embarked in the public service of 
India, have been obliged latterly to prolong 
their residence abroad to a ])criod of thirty and 
thirty-five years; and at what period can the 
junior part of the service now expect to return 
to their native country, if their present fortunes 
and the value of their future savings, should at 
once be reduced in the projmrtion of one-fifth? 
Will they not look to India as a j)crmancht resi- 
dence, and gather their children and family around 
them? and is not this the first step towards co/o- 
nization ? 

Sdhy, Is not the proposed reduction of the ex- 
change something very like an alteration in the 
denomination and value of the current coin ? and can 
it be the interest of any government, which is not 
absolutely bankrupt, to make ‘such an alteration? 
The East 'India Company possess a territorial 
revenue of about 1 G,00,(X),000 .sicca rupees, which 
heretofore represented twenty millions of our 
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money ; l)ut all at once they alter the value of the 
rupee, and reduce this revenue to sixteen millions. 
They will not, it is true, feel the alteration upon 
the great bulk of the revenue, because eighteen or 
nineteen millions of the amount arc immediately 
disbursed in charge at the same valuation ; but 
their creditors and European servants will feel it 
sensibly, and upon the surplus of revenue the go- 
vernment itself will feel it, if that surplus cannot 
be remitted home otherwise than by the ex- 
portation of bullion. In this ease, the computc<l 
annual surplus of 1,500,000/. will be reduced to 
1,300,000/. 

The evil under consideration, originating in the 
difficulty of effecting remittances from India, it 
seems, no doubt, a very simple and obvious pro- 
ceeding to get rid of it, by throwing the expense 
upon the private capitalist, us the Honourable 
Court propose to do, or by casting off the burthen 
altogether, as the government of India have done ; 
but this, in my o])inion, is to take a very su})crficial 
view of thp question, and to place the consequences 
entirely out of sight. Grant that India should 
once more have a balance to receive from Europe, 
after paying all its debts (as was heretofore the 
case), and that its produce and manufactures should 
realize a remittance of 2s, 6d., 2s. Id., or 2s. 8d. 
per sicca rupee, what will the Honourable Com- 
pany have gained ’by a measure which has thrown 
the great body of their European creditors into 
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slato of the fi^reatcst alarm and distress ? It may 
be said tliat the re-establishment of the exchange 
will do away all their grievances, and restore them 
to alf*^ the advantages which they have been accus- 
tomed to enjoy. Not exactly. It will not reim- 
burse them the cliargcs of agency, — they will still 
liave (exchanged j)nblic for private security, a (ixed 
for a lluctuating income ; and, in many instances, 
the p^ood will arrive too late, for the situation of 
dillicuby and embarrassment in which they will 
i\n(\ tliemselves jdaced, Avill have impelled the more 
neccssiloiH to withdraw their capital unseasonably 
at a h{‘avy Ukss. 

'riie iuoasures which 1 have suggested as a means 
of alleviating the inconvenience, to which tlu* 
Honourable Com})any are at ])resent exposed, liavc* 
I’or their o])jcct, first, to render their treasury tin^ 
organ of remittance to India as well as from India, 
— and next, to separate the public creditors into 
two classes, affording the accommodation of a 
remittance to those who actually require it, and 
liolding out to those who do not, terms of compro- 
mise which may induce them to relinquish the pri- 
vilege. The two plans of loans, which I have 
accordingly the honour to annex, and which an^ 
only modilications of the Honourable Court’s jdaii, 
would, 1 tliiiik, succeed, to a certain extent, in 
accomplishing the latter object, witli llic prospect 
of producing a considerable reducLioii in the prin- 
cipal of the territorial debt. 

To conclude, — I feel pinfcctly satisfied that tlie 
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lloiiourablc Court of Directors, the government of 
India, arid their professional advisers, have been 
actuated solely by a regard for the interests of the 
public service in adopting the measures, whose 
policy I have presumed to question ; and some 
of those respectable characters, must, as in- 
dividuals, suffer in their private fortunes from 
the effects of their own disinterested conduct. I, 
too, can say, with truth, that, in maintaining an 
opposite opinion, I am not conscious of a single 
motive which I would wish to conceal, — the pre- 
mises which I have assumed, may have no founda- 
tion, — my reasoning may be inaccurate and incon- 
clusive, — my predictions may be contradicted by 
the event. Of all this, I am fully sensible ; but 
still I can confidently say that T would not willingly 
mislead, — that I state nothing which I do not 
believe, — and that, far from being infltienccd by 
any factious sj)irit of opposition, my habits and the 
ordinary bias of my mind, would dispose me rather 
to defend the measures, and to uphold the autho- 
rity of that body, in whose service it has been my 
good fortune to [)ass the greater part of my life. 


October, 1821. 


11. St. G. Tucker. 
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TerriUmal, or Nm-remittable Loan. 


Fort William, Feb. 1st, 1822. 

2. The 6 per cent, promissory notes, issued by 
this Government on the 30th June, 1811, or in any 
subsequent year, and still outstanding, will be 
received in subscription to the present loan, at a 
premium of 5 per cent. ; that is, for every sum of 
100 rupees to be sub.seribed, a certificate or acknow- 
ledgment will be issued, bearing an interest of 
8 per cent, per annum, and entitling the holder to 
receive, on the 31st December next, a promissory 
note for 105 rupees, to be issued under the terms 
and conditions of this loan, as hereinafter specified. 

3. Subscriptions to this loan will be received in 

cash, at par; and the Luenow (or Furrukabad) and 
Benares rupees, will be received at the exchange 
of 

4. The Governments of Fort St. George and Bom- 
bay will, also, be authorized to receive cash sub- 
.seriptions to this loan, at par, at the undermentioned 
rates of exchange, viz. 

The accounts of this loan will be made up on thi; 
31st December next, when the broken interest 
which may be due on the certificate, or acknow- 
ledgment, will be j)aid in cash, and a promissory 
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note be granted in oxehange for the certificate in the 
following form. 

[The terms of this note will be, that both the 
principal and the interest will be payable in Bengal 
only in cash. The other clauses must be taken 
from our printcrl advertiselncnts, mutatis mutandis, 
and I can draw them up, if necessary.] 

It appears to me almost a matter of indilfercnec 
which loan should be placed first on the Register ; 
for they will both come after the remittable loans 
of 1813, ct seq. They had better, however, be re- 
gistered on difl'erent dates, and I have selected 
those which aj)pcar to me most convenient, with 
reference to the payment of interest, &c. 

By allowing an interest of 8 per cent, per an- 
num on the certificates, some additional temptation 
Avill be held out to the natives and others to sub- 
scribe, and to subscribe early ; and if their notes be 
transferred before the 30th June, the Court of Di- 
rectors will escape from the payment in England of 
the instalment of interest which becomes due on 
the 1st July 1823. At all events, they will escape 
payment of the ensuing January instalment, the 
broken interest l)eing payable in cash only. 

It is not impo-ssible that, by allowing once more, 
even for a short period, a)i interest of 8 j)er cent, 
per annum, the rates of j)rivate interest, arul the 
value of the public securities, may be atfected in 
some slight degree ; but, under . existing circum- 
stances, no harm Avould be produced by such a re- 
sult. 
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The probability is that, notwithstanding the 
tciiiptation of 8 j)cr cent, interest, the natives and 
others will not transfer generally to the loan until 
their notes arc actually advertised for payment ; 
and in advc'rtising thein the utmost circumspection 
will be rcquiretl. Ca^li subscriptions may be ex- 
pected immedialcli/, to secure an interest of 8 per 
cent, per annum ; and these subscriptions will 
enable the Government to proceed to advertise the 
loan of June 1811, for payment at an earlier period 
than would otherwise be practicable. The higher in- 
terest of 8 per cent, per annum will enable the absent 
proprietors of our securities to defray <!ie charges 
of agency incidental to the transfer of their notes 
to the present loan ; and, if judged expedient, it 
might be exj)ressly stated that it is allowed in some 
measure with a view to their indemnification. 

By advertising the loans here, in the manner I 
have proposed, the absent or European creditors 
will be made acquainted with the terms of the 
loans and other i)articulars even before the resi- 
dent creditors, and the necessity for giving the 
former a notice of fifteen months will consequently 
be sui)erseded. The publication here, indeed, 
sixteen or seventeen months before the loans arc 
closed, will be fully equivalent to this notice. 

Some ulterior measures may be necessary, if the 
natives shcnild not transfer generally to this loan ; 
but they must be regulated with reference to a va- 
riety <|>f circuvBstances. 

It may be apprehended that this loan, like that 
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proposed by the Court of Directors, will be liable 
to fall to a discount ; but it must be held in mind, 
that the amount is not likely to be very consider- 
able ; and as it will be held almost exclusively by 
the rich native capitalists, who are seldom reduced 
to the necessity of resorting to a forced sale, it will 
not be equally liable to be depreciated in any ex- 
traordinary degree. 



Remittable Loan, 


Fort William, 1st Feb. 18^2. 

2. The Six per cent, ppbmissory notes of this Go- 
vernment, still outstanding, aiid which may not ac- 
tually have been advertised for payment, will be re- 
ceived in transfer to the present loan, at a discount 
of ten per cent. ; that is, for every sum of 100 ru- 
pees, a certificate or acknowledgment shall be 
issued, bearing an interest of eight per cent, per 
annum, and entitling the holder to receive, on the 
1st January next, a promissory note for 90 rupees, 
to be issued under the tenns and conditions of this 
loan, as hereinafter specified. 

The accounts of this loan will be made up on 
the 1st January next, when the broken interest 
which may be due on the certificate or acknow- 
ledgment will be paid in cash at the general trea- 
sury of this presidency ; but with a view to the 
accommodation of any of the public creditors, 
resident in Europe, who may have authorized the 
transfer of their notes to this loan, prior to the 30th 
June next, the instalment of interest which becomes 
due on that date, at the rate of six per cent, per 
annum, will be paid, at their option, by bills on 
the Honourable Court of Directors, as heretofore ; 
and so much of the broken int(; 5 rcst due on the 
1st January following, as may be equal to six per 
cent, per annum, will be paid in the same- manner, 
if required ; the excess being paid in cash Jis a 
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means of enabling the parties, eventually, to 
defray the charges of agency, incidental to the 
transfer of their notes to the present loan. 

f, 

No cash subscriptions should be received to this 
loan, as it is not desirable to increase the rcmiltablc 
debt even at a profit of ten per cent. 


The form of the promissory notes, and the dif- 
ferent clauses of this loan will be only modifications 
of the loan opened on the 13th August, 1812. Both 
the principal and the interest will be payable in Eng- 
land at the exchange of 2s. Gd. per sicca rupee, in 
the manner therein provided for. It might be 
deemed more simple to reduce the exchange at 
once to 2s. 3d. per sicca rupee, instead of reducing 
the principal of the debt ; but if the former alter- 
native were adopted in preference, the Company 
would forego an eventual* benefit, and the loan 
would no longer operate, as I expect it will operate, 


♦ Although the Company may derive an eventual benefit, it 
does not follow that the creditor will, in all cases, sustain a cor- 
responding loss. The exchangeable value of 90, with the benefit 
of a remittance at 2s. Gd., will probably be nearly equal to the 
exchangeable value of 100, with a remittance at Ss. Sd . ; in other 
words, if the creditor have occasion to tell, he , would probably 
realize as much by selling his 90 at a premium, (which the loan 
would probably bear,) as by selling his 100 at a discount, or even 
at par. 
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as a spur or inducement to the native capitalists to 
transfer their notes to the “ Non-remittable Loan.” 
This loan augments their capital. The remittahle 
loan diminvshes it ; and the difference between the 
two will furnish thft natives Avith a strong motive 
for preferring the former. 

My great object, indeed, throughout, has been 
to separate the native or resident capitalists from 
the European creditors; and this object will, I 
think, be accomplished, as far as the debt of 1811 
is in ‘question, if there be no mismanagement. 
But I cannot venture to hold out an expectation 
that even the 7tativcs will be induced to transfer 
their notes of 1813, and subsequent years, to the 
“ Non-remittable Loan,” unless a temptation won' 
oftered to them greater than 1 could venture tr) 
recommend. As 1 have provided that the existing 
debt shall not be transferable to this loan, aftei 
the notes shall actualli/ have been advertised for paji/- 
ment, individuals intenditrg to transfer Avill bt' 
desirous of subscribing at an early period in order 
to avoid possible exclusion ; and if this tlisposition 
can be excited generally, the progress of the 
operation will be much more rapid, and its success 
be much more certain. 

H. St. G. T 

July, 1821. 


LONDON: 

HKINTED BV WILLIAM CLO\M>, 
Norihuiul’c-rlaiul-ccmrt. 
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P R E F A r E, 


Sc>inc typogiaphical errors having acxiden tally crept 
into tlic Figured Statement of the original of the following 
Paper j which appeared in the India Gazette of the 28th 
Instant, a revised copy v;as published in the Government 
Gazette of this day, and a few remarks added in support 
of my original sentiments. 

The outline of the projt ^ted Agency I have been in- 
duced to subjoin, deeming the present a seasonable mo- 
ment fc'r submitting it to the consideration of the Service. 


CakuUa, 

The Slst March^ 1826. 




AN E§SAY. 


The India Gazette of the 14th FcbrupTy, 1823, (htl me the honor 
to insert an E^say, siiggesteJ to me by the importance of certain 
financial oiicrations then taking place, and an apparent iniscoriccjition 
with regard to the value which a o per Cent. Stock could .sustain in 
the Indian market. 

In that Pa[)er, and before the conditions of the expected Loan 
wTro pronuilgated, I ventured an opinion that the resources of this 
Government were adequate to ensure the ('onversion of their 6 per 
Cent, unrcinittablo paper into a o per Cent. Loan, and not only that 
the latter would soon bt'nr a premium equal to the (‘iirrcnt rate of tlie 
former, (which it did in three months,) but, also, that ere the expiration 
of another two years, Capittiiists would probably be unable to realize 
a hh'lu r interest on tlicir money than 4 })er Cent., and, eon.sidering, on 
lliosi* terms, how im[)ossible it would be for tlie East India Company 
to maintain an efheient service, that the circumstances would prove an 
a hiiiional incentive with tlic Court of Directors for awarding the 
lately projiosed, and I hop** now granted, Annuity to their Civil 
Servants. 

Seeing then how completely my several predictions have been veri- 
fied, I may, perhaps, be justiiicd in again offering myself to public 
notice for the purpose of exposing the fallacies of certain other views 
which seem very gencnilly to be taken to the financial measures of the 
present time, Tj^ese re.solve themselves into three heads: first, as 
regards the probability of another Loan being^ opened to meet the 
political exigencies of the current day; secondly, the Loan which now 
promises to make the most jirodiictive investment ; and thirdly, the 
expediency of remitting capital to England for investment 1n*the Bn- 
tish funds. 
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Upon these points I cannot but think very considerable delusion 
seems to exist, and particularly in the idea that the expences of the 
present war will probably force Government to open another Loan at 
an advanced interest. To my mind such an idea can only emanate 
from utter ignorance of the resources of this Empire, or from some 
erroneous inference deduced from discovering a momentary drain of 
that redundancy of specie usually to be met with in Calcutta, and 
entire forgetfulness of daily expectancies from China as well as of the 
very large payments which will shortly fall due in liquidation of the 
proceeds on the sales of Salt and Opium. But, as a very intelligent 
writer has remarked, it is not to the mere state of the Treasuries that 
the public arc to look in order to form an estimate of the resources 
of Countries contending for Independence, or carrying on distant 
wars, as we now are, or improving their internal prosperity. A Loan 
soon exhausts the ordinary and adventitious pecuniary resources at 
their command. Yet the poorest nations have experienced no difficulty 
in the management of their affairs from the want of money, and the 
history of the last 25 years, both in England and India, furnishes suffici- 
ent proof that the confidence of the people in their Government forms 
the safeguard io public credit 

Moreover, from the facilities of circulation — of internal commipii- 
cation with the Mofussil, and the resources of the sister Presidencies', 
(abundantly adequate of themselves to supply any Calcutta void), I 
conceive this Gove rnment to possess, within themselves, the means 
of meeting, with t he most perfect facility, any extraordinary expen. 
diture which present circumstances may require. The war with the 
Burmese docs not abridge them of any part of their usual aggregate 
resources, and the current premium on the 5 and 6 per Cent. 
Loans, bears ample assurance that the public creditors interested in 
the welfare of the state, entertain the highest o pinion of the confi- 
dence to which the Secui’ities of their Government are entitled, as 
well as of the general prosperity of the country. Nay, the sceptic 
who deludes himself with the expectation of another new Loan, 
would do well to look into the energies of the people, — their public 
spirit, -^their domestic economy, — and, in short, to ihc elements of 
their commercial prosperity,— before he allowff himself to be duped 
by the mere clamor of speculative theorists. And if Government had not 
btcu conffdo**. of their own capability to make provision for the fu- 
ture emergencies of the war, without hazarding the necessity of 
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opening a new Loan at an advanced interest,— is it probable, let me 
ask, tliat they would have bestowed, as I am informed, about 46 lacs 
of mpeos on the purchase of Indigo for the London market, — when, 
to meet the exigencies of the home treasury, the Honorable Com- 
pany could, for a consideration of 3 per Cent, (the rate they now al- 
low on their bonded debt) so easily have replenished their European 
coffers out of the redundancy of caj)ital which now begs for cinplov, 
nujiit in England ? — Surely not. And, without further comment on 
tins unnatural expectation, f shall pass on to a consideration of the se- 
cond branch of my subject, — namely, the Loan in which investments 
can now be made with the most reasonable prospect of advantage. 

To aid me in this elucidation, 1 subjoin a calculation, exhibiting — 
upon what iiiuitt appear a fair principle — the comparative products of 
each, in Pence, at the expiration of the present Charter. — And allow- 
ing, as 1 obviously do, a preference to the 4*s, many may remark, 
that the (juestion entirely rests ou what may be the state of Exchange 
between Great Britain and India at the conclusion of the Charter. 
Eut, this is not the case — to the full extent that the Public are dispos- 
ed to think — and if it was — the solution, depending on a mere con- 
tingency, would be destructive of that plain and unsophistical state- 
Du.'ut which it is now my object to submit. — To mysteries, I am no 
h iend — nor do 1 lay any pretension to such sagacity or superuaturaj 
t. iresight as could alone have suggested the “ Remarks on the Ex- 
ter.nal Commerce and Exchanges of Bengal, published in 1823;” but 
coiifiivlering the estimates, that— that Autlior has had the boldness to 
sulmiit — surely he could find no more difficulty in computing the 
chances of war or peace, and what may be the condition of the 
public funds, as well as of our Commerce, in 1834. 

Consulting, however, our natural wishes, we are entitled to augur 
in favor of peace, whilst the present spirit and feature of universal 
trade pledges to us that Commerce shall never again be burthened by 
the fetters of monopoly. No; though England may never again 
become that vast Emporium of all trading nations which, during tlie 
French revolutionary wars, and our once restrictive systems, made 
her the great seat* not only of Commercial payments, but of tlie ex- 
penditure of Government, — and, in short, wfutt Linnaeus emphatically 
said of London, “ punctum saliens in vitello orbis” — the centre of life, 
energy, and enterprize in the social world. 

But — say the advocates for the Remittable paper, it is tiiese very 
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prospects which excite our attachment to the 6 per Cent., -^namely, 
because the Principal possesses the quality of hein" available for a 
Remittance^ upon which we may rely, in 1634, whilst that of the 
4 per Cent, does not. — But this confined view leads holders to 
a deception. The public arc to recollect, that Government do not 
pledge the liquidation of their ReAittable Debt in 1834, and so much 
the better for the holder the longer it continues unpaid. They only 
say, ** the Notes of this Loan shall not be paid off within the remaining 
period of the East India Company’s present Charter,’’ and thereby 
solely retain the option of liquidation. But, should the exchanges 
and the value of money — European and Indian — in 1831, correspond 
with the rates of 1823 — (when this debt was converted into its present 
denomination)— it would be unnatural to anticipate a payment in the 
one year, more than the other — or, admitting discharge, the height of 
improbability for a creditor to expect the realization of any considera- 
ble premium, on the sale of his bill, with the redundancy which would 
exist. 

But— from these remarks I desire it may not be supposed that I 
consider the redemption of the G per Cents, in 1834 to be inprarticahle 
or even improhable. On the contrary, 1 perfectly allov/ that there 
are ways by which the measure may be accomplished ; but I 
leave the public to decide on the probability of their adoption. And 
—no doubt — ^if peace shall last — or even exist in Europe in 1834, 
and the value of money be then as low as if is now, it would decidedly 
be the interest of the Company to borrow a Loan in England, at 3, for 
the extinction of their Indian 6 per Cents., and tlie annual saving of 3, 
would, in about thirty years, be equal to the reimbursement of the 
substituted debt — a period — shorter by 15 years, than redemption was 
arranged for in England so late as lb 12, agreeably to a plan of Mr. 
Vansittart’s. 

Nay, since it has been predicted, b 3 fca Calcutta Paper, that ‘‘ the 
sun of the house of Alompra is shortly to set,” and tranquillity may 
again be looked for throughout our Eastern dominions, — perhaps 
Government might assign an annual sum of— say 40 lacs, for the 
establishment of a Sinking Fund, to accrue at compound interest 
until 1834, for the above purpose. By that time, a sum would have 
accumulated adequate to about four millions, which could then be 
"ap^iedTtnnt object in vlew% and afterwards, the annual instalments 
be continued as before, with the addition of the interest accruing 
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on the redeemed notes. This latter item, by 1834, should produce 
£1:^9,000 per aiinuiii, and the fund would, of course, be kept up 
until it was c()m])etcnt to extinguish the entire loan by purchases 
ul’ the principal, at par, to such extent, at each time, as the accumula- 
tions would admit. 

Through cither of these meanw, the Company, no doubt, could 
redeem their G per Cents, at no very distant period, or intermediately 
convert them into debt of a different denomination, with advantage to 
themselves. J'ut, admitting even /ZfczV inhndion lo do so, what benefit, 
let me ask, will arise to tiie holder — whom 1 sliall supjjose to be 
a resitlent in (ireat Britain. The height of his original ambition was, 
to secure a bill on London for his princij)al, and his object is 
realized. — Buti, tlien — it becomes a <|ueHtion, to which belbrc he 
did not ailequately advert — in what way is the capital to be disposed 
of? The very events which will enable the East India Com];any to 
accom])Iish their object, will, in all probability, deny to the hohler of 
the old Stock, the opportunity of obtaining an equally profitable 
investment for his dislodged money. — And ihoi, to his sorrow, 
he di‘'(0\ers, tljat it is nut to industry and eflort alone, that Mankind 
owe wealth — but to industry and effort ■well dlrecUd — that this object 
he has not studied — that his original idol affords him nothing hut 
vexation and pain, and tliat the proceeds of his obtained bill will 
nut ])rocure for him u 4 [)er Cent.- investment in this stock, on 
terms as favorable as the original subscribers. 

From these observations it will be seen, then, that I imagine a false 
jneasure to be applied to the Bemittablc Loan, when in estimating 
the comparative eligibility of 4 and 6 per Cent. Stock lor a present 
investment, the prospect of the latter is pronounced to be so very 
superior. But f apposing, for the sake of argument, that its remit- 
table property did give it an advantage, 1 must ask — whether the 
guaranty — avowed and iinj)ligd — which attaches to the 4 — is not 
fully an equivalent? — By the conditions of the 5 per Cent, nnre- 
nilttablc Loan raised in Government, it will be remembered, 

arc entitled to commence this very month, and to continue in every 
succeeding year, •to liquidate one crorc and a half of these obliga- 
tions, amounting to 9 crorcs in the whole. Itns, hence, only reason- 
able to conclude, that the late 4 per Cent, creations, as the least ex- 
pensive lo the State, will not be discharged before the 
completely extingished, which cannot be before 1831. During the 
. D 
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intermediate period, therefore, the demand for the 4 per Cent, 
promises to improve in an inverse ratio to the reduction of the 5 
per Cent. Stock ; and, moreover, at the redemption of the Remittable 
Loan, can assuredly be more cheaply accomplished by the continuance 
of the 4 per Cents., in as much as the previously withdrawing this 
stock from the market will enhance the value of the remainder, and 
the difficulty of the above object — So we may be said to possess, by 
implication, a guaranty, that in the 4, our Indian Comols will sur- 
vive all other Loans. 

Next, to elucidate the impolicy of remitting capital to England, I beg 
to refer the reader to calculation C. This calculation shows the re- 
lative value of the British and Indian Funds, and the result seems de- 
cidedly to urge to residents both here and in England, the expedi- 
ency of retaining their property in the 4 per Cent. Securities of this 
country, even should the interest be remitted through commercial bills 
at U-. I assume this rate, because it is the very lowest to which 

the exchanges can fall, and as no obligaiion is imposed upon Govern- 
ment to continue a remittance of 2 a-. W. to the interest 07i the ^ per 
Cent Loan, there seems good reason to believe that the Home Autho- 
rities will confirm the grant of 2 shillings to the Dividends on this 
Stock, and disallow the superior exchange to the 5. To counter- 
balance, however, these apparent advantages, it has been said, that our 
Indian Funds are not equally available to the occasions of a Proprie- 
tor resident at home ; but I consider the exception capable of being 
entirely removed at the option of foreign residents, and wish only that 
it were equally easy to obtain an indemnification to India for the dis- 
advantages she incurs by these very absentees. “ Their capital may be 
usefully employed — it is true — if lent to others, who, by their indus- 
try or skill, render it productive, but the absentees themselves, in as 
far as they withdraw from the actual produce of a state, if not depriv- 
ing it of an equal amount of the absolute constituents of wealth, take 
away a proportion from the general stock, without making society any 
compensation.** 

Under every circumstance, therefore, the 4 per Cent. Loan would 
seem at present to be much undervalued, and so soon as present 
hostilities shall be brought to that speedy conclusion which is now hap- 
looked for, the public will probably lament that backwardness 
which now o'pposes the acceptance of an interest for their money — de- 
cidedly more favorable than any, at present, to be derived from invest- 
ment in my European security. 
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High as the 3 per Cent. Consols of Great Britain may appear at 
95, It should be remem hered, that, at a time, when public credit did 
not stand nearly so high as it now does, these very securities rose 
much higher* Rather also, than now remit Indian capital for invest- 
ment in England, Annuitants, possesfMng property in England, would 
do well to lend it to India. And, * so very high as all securities now 
are at home, I confidently expect, provided an Exchange of 2 shillings 
is sanctioned to the 4 per Cents., that capital will be consigned hither, 
and largely, for permanent vestment in Indian Securities. The Ex- 
change, as I before observed, cannot fall below the bullion rate of Is. 
JOjf/., and, therefore, in cases of emergency, the parties might always 
rely on returns without the risk of the smallest sacrifice, and not only 
avoid the riuj\ous losses that would emanate from a termination of the 
present friendly alliances between European Powers, but, under such 
an event, by having deferred their remittances, the parties would then 
be enabled to profit both by an improved exchange, and much more 
favorable terms for effecting an investment in England. 

Calculation C shews the comparative par between the 6 and the 4* 
per Cent. Loan, to be to a Resident, 135 : 5 if the Exchange remains 
at l.y. lOjd; but, supposing the interest to be paid at home at 2 shillings 
on die 4 per Cent., then, as the latter advances par^ the gain will 
be in proportion to the acquired premium. 

134 at compound 4 per Cent, interest yields in 9 

years. 190,78367 

100 Ditto 6 per Cent, do. do — 168,9478 

4 21,77587 

But here, again, it will be said, that wc revert to the original ques- 
tion as to the state of the exchanges in 1834, and I have only to re- 
peat, that, on this point, I will hazard no opinion. The public must de- 
cide on the probable issue between war or peace — the chief control- 
lers on these occasions. If w<ir should prevail in 1834, and England 
once more become a depot for the supply of’ foreign Europe with all 
sorts of Indian Produce, then again — as the commercial exchanges 
recover, it may, a fortiori, be expected that this Government will extin- 
guish the Reinittable Loan in someway or other. And — who knows 
— that terms may not be proposed which may prove not only more 
Convenient to the public interest.^, but more acceptable to the holder 
of these Securities, than a positive payment. The on«^s’ 
as the other: but, on the other hand, supposing peace, and the funds, 

B 2 
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in Great Britain, to remain as unproductive as they now arc,, the 
Indian 4 per Cents. wiU assured/^ attain a high premium, which must 
greatly oiihaiico the comparative value of this stock. 

It would, no doubt, have been acceptable to the public, bad they 
obtained with the 4 per Cent. Loan, a positive guaranty against 
redemption before 18.34, beyond tvhich j)eriod Government cannot 
contract ]..oans — or any thing ei.se. — Limiting it to 1830, allows the 
sce()tiL*al to infer its intended subserviency to the extinction of o per 
Cent. Stock, and as tins object may be completed in that year, that 
the 4 will no longer be coiiiinncd. But my former observations, I 
hope, on this point, will expose the fallacy of such an idea ; and, re- 
ferring to the measure.s so repeatedly taken of late? years to lower 
Interest, both in England and India, — the diminished find still dimi- 
ru.'iliing value of money in . Europe, from protracted peace, the evident 
interest of this Government to liqjiidate their more exj)cnsive Loans, 
added to the circumstance, that public securities, before the coinmence- 
nient of the present war, did not prodin e much above 4 per Cent, in- 
terest, — that the Company’s Bonded Debt at home was lately re- 
duced to 3, and that the Mercantile Houses wore borrowing at about 
the saine rate.>, it could sureh be no matter of surprise that (Govern • 
nient should .seize the opportunity to reduce their interest on the. 
Public Debt, to, if ])ossibIc, a lower slandiird, agreeably to the prae- 
lice so repeatedly adopted at lioine. 

If wc refer to the period — which niay lx considered the oiigin of 
the national debt of England, or the time when it wa.s resolved to 
consolidate certain Loans, and that all public fuiid.^, redeemable by Ij^w, 
carrying an interest of 4 per Cent, per annum, should be redecmcil 
according to the respective {X’oviso.s, or clauses of redemption, con- 
tained in the Acts of Parliament for that piu’pose, or be converted 
into an Interest or Annuity, not exceeding 3 per Cent, per annum, 
not redeemable till after (which I hold to be the meaning of this 
Government with regard to the redemption of their Remitlable 
Paper) 24 years, we shall find that Bengal i.s only following 
the example of the mother country under similar circumstances, 
— We shall find, that the English Government was enabled to 
borrow, at 3 per Cent., money to be applied towards redeeming 
such portion of the national debt as carried a higher intere.st. All 
*the CdTJTp'Sttio.s and the Proprietors of 4 per Cent. Stock wxre 
required to signify their consent to the proposed reduction, on or 
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before 8 months, and — signifying it — were allowed to recci\e the same 
rate for the 10 following, and from that time, for the subsequent 7 
Acars, :J,\ per Cent., after which 3 . — ?fopart, too, of these debts (with 
a certain exception in favor of the East India Company) were liable 
to be redecninl til! the expiration of the latter period, and the 
measure produced the ctiect of raising the value of the 3 per Cents, 
to JOti.l and 7 in tlie course of the \ear. And — this case I 
quote to support my persuasion, that, as this CJovernnicnt proceeds in 
tlic discharge of the o per Cent. Loan, which is optional, at the 
rate of U crore p'er annum, the Indian public may expect their 
production of a similar cflect on the new I per Cent. Stock, 
indeed, the result of tlic conversion of the o per Cent. Slock of 
Cireat Britaiifinto a -I, in 182:?, further strengthens me in the aliove 
l)elicf ; and lofty, moreover, as are the sentiments of a Nabob, who 
can command Ir? j>rr Ct ut. for his moue^ — lie will, [)erhaps, he hum- 
bled, when I tell him, that he who contented himself, in 1818, with a 
simple t) j)er Cent, interest, in (iioverimicnt .Seeuritif's, is this day a 
richer man 1 ban be who received the alao e cxoihitant rate during 
the intermediate period. The fallacies which the Public are exposed 
to from tlu litth, attention they allow to tliesi; juatters, Imve often 
surprised me, and I trust, that my nenv awakening them to a subject 
ofsiichuiuloubteti imjjortuuce, will notbe unacceptable. These remarks 
are tin' result of mature deliberation, and, on the same principle as 
1 uiged ill 1823, the probability of o per Cent. Stock carrying a 
premium cijuivalent to its predecessor (which it did — as I predict- 
ed in tliree mouths, contrary to almost universal expectation,) I 
confidently expect — on the return of peai e, tliat the 1 w ill equally 
carry a considerable premium. But, to simplify matters — I should be 
glad to see a consolidation of the Company’s debt — and the longer 
it aftcrw ards eoutiuues, the more beneficial it would be for all parties 
For, seeing its creation in this country ahvays accompanied by the 
means of cxtinguisiiment, 1 consider its endurance to be a public 
blessing, and, that in no way can a Government be so eflcctiially 
established, as by making its subjects .self-interested in its protection. 

Itiuch are my *scntiiiieiitb on the faianciaJ. appearances of the present 
day, but should any prove to he uidounded on substantial reason, 
luul incapable of correcting the errors complained of — in estimating the 
comparative value of existing Securities; I trust, toy 

motive will protect me, which is merely to .oiler a few observations on 
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n subject io little studied — with a view ot' leading to more accurate 
judgments — than are now formed on the finances of India. 

A f. 

Sa. Rs. 100 remitted Home at 1 10|^, yields 2250 

— Invested in the 3 pSr cents, at 95 5, gives 

95.5-: 3. ; 2250 namely,# an interest of 70d. 

3 


95.5-) 6750 (70 
6685 


Sa. R&» 100 in the 4 per Cent, remitted at 2 sh. 


Gain by keeping the money in India, 26 


B. Brought down 70 

Sa. Rs. 100 in the 4 per Cent, remitted at I’lOA or 

22.5 yields 90 

Gain by the 4 per Cent, if 2 .shillings 

should not be confirmed, 20 

C. Remittabi.e Loan. 

135.5:6-: 10014,427 

years. 

4.427X9 = 39-843 

22*5. or J— lOJ 


896.475 

13.5.5:100: : 100.73=8 
73.8 

30 or 2.6 


2214*0 

896.47 — odd interest. 


3110.475 — produce of 6 per Cent, stock to a resident in India. 
100 in the 4 yields 4. 

4X9=36X24d=864 
100X22.5d== 2250 


3114 

Deduct 6 per cent. 3 1 10 — 475 


Difference,,.^ 3«525 in favor of 4 per Cent. 
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On the state of our Indian commerce so intimately connected with 
the condition of both funds and exchanges, I shall subjoin only a few 
remarks. The aggregate amount of Imports and Exports for the 
last 3 years, both on the public as well as the private account co/- 
lectkch/^ including merchandize and treasure from — and to all parts, 
was as follows : — 

IMPORTS. EXPORTS. 

1821-22 Sa. Rs. 48053 036 1821 -22 Sa. Rs. 114002.554 

JS22 23 44155.967 1622 23 111159.3C3 

1823 24 39307.657 1823-24 102165.988 

Of which the amount of the Hon’ble Company’s trade was, from 
London, in 

1821- j?2 Sa. Rs. 2595.698 1821-22 Sa. Rs. 20558347 

1822- 23 1300.529 1822-23 11518555 

1823- 24 209r>.l99 1823-24 13166518 

From and to Great Britain, the proportions \vcre as follows-^in 
public and private trade, 

1821-22 Sa. Hs, 168U284 1821-22 Sa. Rs. 46793536 

1822 23 18262309 1822-23 42504344 

j.S23 24 1G3865C6 1823 24 43641702 

The aggregate Import and Export of Treasure from and to all 
parts— in the years above quoted — was — 

IMPORTS. EXPORTS. 

1821- 22 Sa. Rs. 221 494H7 1821-22 Sa. Rs. 12396395 

1822- 23 17289382 1822 23 6151966 

1823.24 13169214 1823-24 12263039 

And though it has been remarked to me that the above quotations 
will not allow the formation of a correct opinion as to the real extent 
of the exported produce, because Indigo, the principal commodity, 
is rated in these statements at the Custom-house valuation of on- 
ly 100 Rs. a maund, (and I admit the truth of the remark, as re- 
gards this article,) yet if it is considered, that the import exchange.? 
in general are taken at rates favorable to the revenues of India, 
that 30 per Cent, advance is first added to those from China, and 
that 10 Rupeeg governs the conversion of invoices into sterling 
money, the difierence will not prove so great as is here supposed. 

So soon as the accounts of this sea.son can be completed, I 
apprehend it will be found, that both the Imports and Exports have 
fallen short of any of the above years, particularly tb>’n&on’kk 
Company’s importations. This latter result, however, is not to be 
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regretted, for I do liold it impossible for any Public Body successfully 
to compete with the activity of the present constitution of on' In- 
dian commerce. — Under a Charter of such unrestricted h ecdoin — 
their Regulations ever will be, as Burke once observed of the 
Board of Trade, if not inischidsvous, of no use at all. And you 
will be convinced, says he, tiiut J am not mistaken, if you reflect 
liow generally it is true that commerce, the principal object of 
that office, flourishes most when left to itself. Interest, the great 
guide of commerce, is not a blind one. It is very well able to 
find its own w'av, and its necessities arc its best laws. Its prerogative 
is utterly inadequate to the object, because all regulations are in their 
nature restrictive of some liberty, and, with the best intention, trade 
suflers infinitely from their injudicious tamperings. 

I wish it, however, to he understood, that 1 //ert: condemn “ Regula- 
tions” only on account of the present Charter, and if, in reference 
to the prejudicial effect which the Company 's trade is alleged to 
produce over the interests both of individuals and juiriicularly the 
service, an example should be required, let me instance the silk 
brancli. At every station where the mulberry will grow, is a factory 
erected, and the manufacturers being placed under large advances 
for the public Jiivestmcut, the private adventurer is utterly unable to 
compete with such fiirmidablc rivals. Indeed, the nuiruifacturcrs 
arc in a w'ay interdicted, by their pecuniary obligations to tiie Clo- 
vernment, from supplying the exigencies of any individuals, and the 
practice is, in truth, restoring the very princijdes so iiinch reproliated 
in former times, namely', the confining the windcis of the raw material 
to the places where they could only be employed for the Company’s 
benefit — to the obstruction of the private trade and prejudice to the 
revenue. And whilst the Company may be thus said to be re-establish- 
ing their claim to preemption — from similar causes, arises, in a grcTit 
degree, that deplorable depression in the exchanges we now witness. 

No doubt — it may be urged, that the practice .complained of is 
no more than the treatment the Company originally received from 
private merchants, when they used to advance so largely to their 
Weavers, and to give greater prices for piecc-goods» than had ever 
been given by the Company. But, as regards: llie interests of their 
Public service, the present practice is deeply to be regretted. It 
is subversive, loo, of that uiiresti’aincd freedom on, which the com- 
merce or IiidTa has been declaredly constituted, and interdicting the 
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Private Merchant from the free purchase of hi^ goods, eeusis thilt 
very Vevulsion of commerce, into the monopoly system, of which 
the Charter contemplated the removal — abridging Individuals, too, 
of part of their legitimate rights — but entertaining as 1 do, 
the highest sense of the justice of our Government, I am per- 
suaded the evil only requires to befrepresented to insure the appli- 
cation of some equitable correctives. 

How a remedy has been so long deferred, it is difficult to say, but 
the principles of justice are immutable, and incessantly exclaim- 
ing, “ suum cuique tributo” — I do hope, that Government may 
be induced to grant the requisite relief. — To the maintenance of 
an efficient service, I consider it of the first consequence, that the 
Members of iU should possess the power of making Remittances, for 
private accommodation, to a certain annual extent — and if Go 
vernment should be unable to insure more favourable openings to 
Private Merchants, for laying in their investments oh those terms 
of equality and freedom granted them by the Charter — through 
which means the extent of Commercial Bills may be increased, 

I should hope that the Company may be induced to assign over a 
part of the Proceeds of their Silks for the accommodation of their 
own Servants. It is the interest of the Company — to protect them 
from all inordinate expense ; and it will be no answer to say, 
that the Proceeds of tliia Cllk arc alreuJjr appropriated— that they 
are destined to meet the Political expenses of the Company in 
England — the liquidation of Pensions to retired Officers, &c, &c. 
for if they are, an additional Remittance should be provided to meet 
the exigency. 

Had this Essay not already been extended to so great a length, I 
should have been induced to submit some of the reasons which con- 
duct me to a belief that the opening of the India trade has nol been 
productive of the contemplated advantages, and that it is one of that 
singular construction, which, in my mind, would prove more beneficial 
to all parties under certain salutary restrictions, to, in some respects, 
counteract that freedom which the present Charter so promiscuously 
bestows. To viriHicate, however, the policy of exclusive privilegea 
in these days, requires, lam aware, a bolder pen than mine— but I would 
ask those intelligent individuals who constitute the old established 
mercantile houses of this City, and some of whom have^edicetfsdKtheir^ 
whole lives to the study and practice of trade,— whether the removal 

C 
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of the original restrictions have not involved greater calamities 
from extravagant speculations than any gain that has arisen the 
parties collectively, who, from time to time, have so numerously 
embarked ; — whether, since America has begun so largely to sup- 
ply our Cotton JVIanufactures — {taly to provide tlie superior Silks, 
and the West Indies to interdict«^he free export of Sugar — the 3000 
Permissory Tonnage, granted by the Act of 1 793, would not iiow 
provide ample means for conveying all private investments to 
England; and whether the rc-placing our Eastern commerce un- 
der partial restrictions, to the exclusion of foreigners, originally 
mdmitted on such improvident conditions, would not, at the present 
low freights, secure greater advantages — though in opposition to the 
fixed and uncontrovertible principle insisted upon by ,the great Mr. 
Hastings, — namely, that “ commerce can ou/j/ flourish when it is equal 
and free.” But whatever may be the decision on this point — I do, how- 
ever, hold it to be an incontrovertible fact, that the successful advance- 
ment of the Honorable Company’s Commerce is wholly impossible, 
so long as the private trade continues on its present footing — and I 
should be happy to see the day come when the Company adopted the 
same means to provide their w/io/e investment as they now do to lay 
in their consignments of Indigo. — For all parties, I am satisfied that 
this would be the most convenient place. — The Company’s saving 
would assuredly be grpaf, tin*! thf' Privntp Merrhant might enter 
the market free from all the disadvantages they are now' exposed to 
by Regulations— which, to all eficcls, are as mischievous as any 
monopoly. 

One great cause for the present Superabundance of Capital in Eng- 
land I believe to originate in the great additional powers which have 
been given to production by the matchless ingenuity of itspeople in the 
construction ofmecbanical aids, and 1 am not entirely disposed to ad- 
mit, that this circumstance is not more of an evil than the public may 
be prepared to allow.— The author, however, of that beautiful little fic- 
tioti of Armata, pronounces himself to have been shocked when he heard 
of go great an outrage as this opinion. He said, he could have expected 
it only to have existed amongst the very dre^s of a civilized peo- 
ple. But 1 submit* XYidX production may, in this respect, be car- 
ried as much too fiur, as mercantile speculation has so improvidently 
been ^^gnee the opening of the trade ; and I agree entirely with 
MdthuSi thftt machinery is to be considered* at present, as the in* 
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creased energy of human exertion, under an increased operation of 
ftecessSi^ to sustain income; but, on the same principle, that wheii 
the summit of wealth is attained, all things must have a tendency to 
decline^ so it will be with manufactures, which produce supplies supera- 
bundant to the demand, and that the dislodged capital will not find« 
for the future, the same profitable investment as before the machinery 
was introduced. 

In this little Essay I may be permitted, I hope, to congratulate my 
fellow Servants on the prospect of their being so shortly granted an 
annuity of £1000 to be computed at one moiety of its price in Eng- 
land, after an actual residence of 22 years. The terms are indeed 
characteristic of that benevolence which has always so pre-eminently 
marked the conduct of the East India Company to their Bengal 
Servants ; and, regarding the principle on which this boon has been 
granted to the Civil branch — to be equally applicable to the Military 
department, as my Essay of 1823 more fully explains, in reference to 
the nuiiute nance of an efficient service, I only trust the day is not 
distant, when we shall see this highly meritorious Body com- 
pensated also for the abridgements to which they have similarly 
been exposed by the altered value of both money and money’s worth. 
Of the exteiU of the benefit which the Civil Service has obtained, 
some estimate may perhaps be formed from a fact 1 recently 
learnt, — namely, that during the lasi years the annual 

number of Servants retired with fortunes, have amounted only to 5 and 
a fraction, whereas, the grant of an annuity to 9, promises to double 
nearly the former sum, and to accelerate promotion in a similar ratio. 

At this time, when the Company at home have so liberally 
evinced such a paternal regard to the true interests of the 
Service— 'it is gratifying to witness the equally ardent and com- 
mendable desire which the local Government have recently shewn to 
diminish those pecuniary embarrassments which a series of un- 
toward events has partially introduced into the Civil Service oF 
this Presidency. The contemplated appropriation of a Loan to the 
accomplishment of this object, can only be recognized vi the 
above light. It is relieving many from embarrassment that— before 

—appeared insurmountable and, whilst •Government are thus 

rendering the Services of the Parties referred to, doubly valuable to 
the exigencies of the State— they are renewing in thew— th*t^«dino8t .* 
obliterated hope of ultimate independence. 
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At such a moment, then, let me appeal to the Service— 
whether it does not become imperious on them to secoi/d the 
views of Government, to the utmost extent which their own 
resources will admit. — The reasonable assurance which every 
Member now possesses of ^being enabled to retire — if he is 
commonly pmdent in the mamigement of his concerns — with 
a comfortable independency at the expiration of a Service of 22 
years — demands him to enquire how this cheering prospect is most 
Ukelyandeffectually tobe accomplished — particularly, at a time like the 
present, when Peace—- solong invoked as the source of every blessing, 
has relaxed the springs of Commerce — by opening the stream of com- 
petition into our foreign trade — by limiting the demand of the home 
market — and by effecting, through various other means, that general 
reduction of income which consequently retards the realization of an 
ultimate fortune. 

Such a state of affairs must give, too, additional value to whatever 
expedients are concerted by which the pressure of these inconvenien- 
cies may, in any degree, be lessened— and any Institution, originating 
in pure principles, and dictated by a reflective understanding, has, at 
least, the best chance which it can have of being wise in its contri- 
vance— permanent in its duration— and solidly advantageous in its 
results. 

Innovation of any kind — at least— if it *s an innovation productive 
of important consequences — has to encounter opposition. — But there 
is nothing injurious in all this. It is a wholesome conflict. It is 
well that Gold should pass the Refiner’s fire before we arc called upon 
to pronounce upon its intrinsic value. It is well known, that every 
novel estalDlishment, of whatever kind, should have a keen glance anti 
a searching spirit to contend with, and if it cannot bear up against the 
scrutiny, we are well rid of it. But if it can rise superior to it, will 
then receive the public sanction and private confidence which it has 
proved itself to deserve. 

It has, then, occurred to me, that if the present Government Agency 
—(originally established upon motives of the purest benevolence, at a 
tune when a like reduction of interest on the public debt induced a 
declension from 8 to 6 per Cent.) was new modelled — or what would 
be still more advisable, an entirely new Agency instituted, to consist 
of Memb'»r from each branch of the Service, and of its own 
nomination,— such an Estqblislunent* if cpnducted on a spirit of 
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enlightened prudence, might be made subservient to purposes df the 
utmost utility. 

The principal objects of the Institution would be to receive and 
manage the Funds of the Service— to receive and lay out on Loans 
and Discounts to the best advantage, %ven the moiMy savings of each 
individual — for which there is nowftio adequate provision, except at a 
most reduced interest, — to elFect Remittances of all money required 
by Members of the Service at large, and in place of observing any 
distinctions as to the rates of interest on long loam or open accounts 
—to grant to all Constituents equal advantages— pro rata the 
Capital embarked, by means of a general dividend to be made at 
the close of each year, out of the profits of the concern — similar 
to the practice and usages of a Joint Stock Company. 

Suf)posing, too, an individual to bedesirous of making a Remittance 
to England to the extent of 10,000 Rupees, and that tim object of 
the party promised to be most successfully accomplished — by being 
effected through produce — he would be required to signify his wish ak 
the commencement of the season most favorable for the purchase — and 
whilst, on payment of the money, he would be allowed a Bill on the Cor* 
res[)ondcnts of the Concern in London, for S-^ths of the amount at the 
customary usance— the remainder would be discharged to the ord^r 
of the Remitter, on the disposal of the goods — subject only to a most 
moderate coimuission on the gross ptuweedi^ uf thu, sale to entirely 
accrue to the use and benefit of the general Remittance Fund. But, 
if preferred by the Remitter— it would, of course, be at his option 
to effect his Remittance in Government or other Bills to be purchased 
by the Agents. 

Upon the same principal, too, that the British Government, em* 
ploys the Bank of England in the management of its concerns^ it is 
conceived that this Government might, with equal advantage, entrust 
the projected concern, with the management of the duties now en* 
trusted to the Government Agents (if an arrangement can be made for 
their indemnification) as also, to conduct both the details of the busi* 
ness likely, to emanate from the grant, of the projected Annuity and 
Furlough, and particularly &om the grant of the Loan in liquidation 
of the Debt on which Insurance, &c. must always be kept up the dis* 
posed of tlie Company’s Imports — now conducted at expense^aa 
also the Sales of all Stores — Opium and Salt.^ In ^hrvt, tbq 
aources on which an Agency of this sort might most advantageously 
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be employed to the benefit of the Service, are too numerous to l^e 
noticed in mv present limits; and I will only add, that the propo- 
sition is intended to embrace all descriptions of business, likely to 
conduce to the Interests of the concerned, even Auction Sales, and the 
commissioning, if required, all cdnsumabic supplies from England or 
elsewhere, so as to place individuals in possession of the necessaries 
of life at the lowest cxpence. In short — the real object of the Plan, 
it is to make all expenditure reproductive to the benefit of the 
Service — to the utmost possible extent— and — even though I may 
be obliged to allow hereafter as large a commission as I am now 
charged — on the sale— say of a house — still to contrive that the largest 
possible portion shall relapse into a Fund in the profits of which 1 am 
ultimately to share. 

The Directors of the Institution it is proposed to restrict from en- 
tering into any coinmerrial speculation on tlu*ir separate account ; and 
as duty without an interest is apt to relax, their labors are proposed to 
be remunerated to a certain extent by commission, and above the defined 
limit, all surjdus to accrue to the concern. No Servant, moreover, should 
be eligible to be a Director who has not been 12 years resident in 
India, and should the Plan of which I have now given a brief 
outline, meet with general support it is computed, that a salary, 
superior to most situations in the service, may be awarded to 
3 Directors at a most trivial expence lo the service at large. In 
them — the most unimpeachable integrity — energy of character, and 
practical good would be indispensable qualifications — and in no service, 
I am persuaded, can such characters be more easily found than in the 
service of the East India Company, — men, in short, superior to all 
temptation ; who will be scrupulously faithful in the discharge of the 
important discretionary trusts with which the establishment would be 
intrusted, and where covenanting with each othm* for reciprocal faith in 
the conduct of all transactions, would be placed on the same footing 
towards their constituents, as the most eminent banking establishments 
in London. 

1 desire, however, tliat it may be distinctly understood, that this is 
not the project of a speculator aiming at the augmentation of his own 
fortune, holding forth an allurement that might divide with him the 
fortune of others, ilis present situation in the Service renders him 
syperic~ *Q all s,^ch suspicion — and he is exclusively prompted in tlie 
measure for the good of the Service to which he has the honor to 
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belon^^, and in support of which he is confident, that an appfeai to 
this Government would not be in vain. 

To the Agency, a Banking Establishment might be added with 
eminent advantage, and the Managers, being true and steady to their 
trust, might depend on the confidence of the Service by whom they 
would originally be appointed. Qn this projiosal I have communU 
cated with two of the most eminent Banking and Commercial Houses 
in London, whom I would propose to be the Correspondents of the 
Calcutta Establishment, and they entirely concur with me in opinion, 
that an Institution of the sort would be highly beneficial to the 
Members of the India Service. 

The foregoing outline will serve to explain generally the plan and 
method of the projected Establishment — and to manifest the princi- 
ples by which it is to be conducted.— But it is fitting, perhaps, that I 
should enter a little more into detail — concerning the Rules and Re- 
gulations by which the Directors and Constituents arc to he mutually 
governed. — Of wliat may be the probable profit likely to arise from 
the already enumerated sources, I will not hazard an estimate 
— but let the Service submit, to those who are conversant 
with the several branches, whether an Institution of the above sort, 
if cstjjblished on the projected principle of reproductive Agency 
— would not produce a net dividend of— say 6 per Cent, on the Capi- 
tal embarked —and, il so, iheu adding lu thi.-s the liitere&t of the Com- 
pany's Paper — each Proprietor will realize Ten. — In this I^ros- 
pecius, 1 wish to assume no extravagant inference — and will allow that 
10 per Cent, is only to bo made. But, recollect that this is C more 
than any real or public Security will allow, and for all this, I shall be 
most wonderfully disappointed if a clear dividend of 25 per Cent, may 
not be realized, with equal confidence. No other body can in the 
end successfully compete with this Establishment. The Profits of 
another Institution may be reproductive to the Partners; but, 

none other can make their gains reproductive to their Constitiumts^ ex- 
cept the Service. 

DUTY OF DIRECTORS. 

It will be the fluty of the Directors to the utmost of their power, 
by all lawful ways and means to promote the interest of the Associa- 
tion— -to support and maintain its body— politic or fellowship— and the 
liberties and privileges thereof— and faithfully and hoimstly to demean 
themselves^ according to the best of their skill and understanding, and 
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to be Indifferebt and equal to all manner of persons. 

And for the better ordering and managing the afiairs of the Institu* 
tioD» to hold and assemble General Meetings of the Constituents, to 
pieet as often as they see cause— and to act according to such Laws— 
Orders— Rules and Directions, as shall from time to time be made, and 
given by the General Meetings. 

It will also be the duty of the Managers to call a General Meeting 
twice in each year, for considering the State and Condition of the 
Concern, and for making Dividends of all the Profits — and it will be 
the especial duty of the Directors to lay before their Constituents, all 
such Accounts and Papers, as may enable them to judge on the above 
points. 

The Directors will be required to regulate and control the charges of 
Management — and to suffer no charge to be made on that account— 
but what comes strictly under that head. 

DUTY OF PROPRIETORS OR CONSTITUENTS. 

Constituents by a Majority of Votes to have the power — provided 
they at the time possess an interest in the concern to the extent of 5,000 
Rupees— to make and constitute such Bye Laws and Ordinances for 
and relating to the afluii's of the Institution — as to them shall seem 
meet,— so that such laws be not repugnant to the laws of the land— 
and be confirmed and approved by the requisite authorities — to call 
General Meetings twice in oocU year -to consider the State and 
Condition of the Concern — and to make the Dividends, — to call up- 
on the Directors for a production of all such accounts as may enable 
them to judge on those matters — and, also, for the accounts of Profit 
and Charges of Management, for the preceding half year, to enable 
them to declare the Dividend. 

Any 10 Constituents holding Sicca Rupees 10,000 Interest — may, 
mi time, require the Directors to call a General Meeting— or, in de- 
fault of their calling it, may call it themselves — and which Meeting 
idudl be at liberty to do and dispatch any Business relating to the Ma- 
nagement or Affairs of the Concern— and to hear and debate any 
complmnt that shall be made against a Director or Directors for the 
Busmanagement of his or their respective Offices — a;id if such Direc- 
tor or Directors shall iQot clear him or themselves — of such complaint 
«»-to the satisfaction of the major part of the Members of the Institu* 
the said Meeting assembled, — that then, within 10 days, ano- 
llicr General Meetmg shall be held, finally to determine Uie same by a 
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majority of votes, who may remove ail or any of the Directors, anil 
elect -ind choose others in his or their rooms. 

The Constituents not to have the power to direct the Payment or 
Application of any Money belonging to the Concern— to any other 
purpose whatever — but to the makini^ of Dividends— but they shall 
have a right to scrutinize into the*cxpenditiirc of the Directors, and 
to control the same — anil to take care that none of the Profits of the 
Concern are applied to any other ])urj)ose than to the making of ])i- 
viilcnds, and to what may come strictiy under the head ol Charges ot 
Management. 

Four General INIeetings shall be called by tlie Constitnenrs in each 
year — and days notice to he always given in the Calcutta Govern- 
ment Gazette, prior to the holding of tlie said Meetings. 

DUTY OF XilK DIRECTORS AND CONSTITUENTS 
INDIVIDUALLY. 

It shall be the duty of every Director and Constituent to be faith- 
ful to the Concern — and at all times when present or reijuired, ac- 
cording to the i)est of his skill and understanding — to give his advice 
— counsel and assistance for the support, interest — and good Ma- 
nagement of the Institution — and to covenant to be faithful, honest, 
and true to cacli other — to promote the good of the Concern by all 
lawful ways and means, and, with all his power, to inforce an obedi- 
ence to prescribed Laws — to suggest any incusiirc which mav promote 
tlie;ibovc objects — and to covenant upon Oath for the ‘observance and 
fiillihiienL of the duties hiu'ein severally referred to. 

Another Branch of Business which it is conceived may be added to 
this Institution, with eminent advantage to its general interests, is In- 
surance — to cover tlie risk on all consignments which the Service 
may make to London, in furtlierance of Remittances, as also on Life. 
And — as it is, of course, desirable to inspire into the public mind 
the most unequivocal confidence in the solidity of such an Institu- 
tion, it is for this purpose, and in order to meet the expenses of the 
Agency’s Jird establishment— proposed to form a Joint Stock to be 
raised exclusively by means of Subscriptions — from the Service at 
large. 

This Stock is not to exceed One Crorc & Fofty lacs of Rupees— a 
Million and 4<00,f)()0 Sterling — and subjoined is a Scale of the Maxim- 
um Number of Shares computed at 1000 Rupees cacli^to whicif each 
Member’s Interest is proposed to be limited agreeably to present Rank- 
in 
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and any declining now to subscril)e will — for the future be delmrrcd from 
entering into the concern — except by the Purchase of Shareii from 
the original Holders, which it is computed — in 5 years, will carry a 
Premium of at least 1 00 per Cent. 

Tlic above calculation assumes on the subjoined data, that the as- 
signed Shares will yield One Crcfr'c and Forty Lacs of Rupees — and 
under the proposed Security— which the Subscribers will possess for 
their INIoucy — it is conceived that this sum may be raised witli the 
utmost facility. 

Hut allowing the Sul)scri[)tions to amount only to One Crorc — this 
Capital as received— it is proposed immediately to invest in per 
Cent. Stock — and suj^posing the Loan to be closed before its 
realization, it is lioped that in .supjmrt of an institiiti^jn — having cx- 
chisively for its objects such laudable and beneficial views as the wel- 
fare of tin Service — (jloveniment conse(|iicntly, and in consideration 
that these Funds will jilace at their command the means of discharging 
the (18 io,) Crorc and a half of the Unremittable Loan, now payable, 
ina} , in return for the accommodation, allow to the concerned Pro- 
prielors — Notes in the 4 per Cent Loan for a corres])ondiug amount 
— The (lata above referred to arc as follows: 

CIVIL SERVICE. 

Senior Merchants, 16 Shares, at 10003=40,00,000 

.50 Junior Ditto, 10 ditto, ... at ilo. = 5,00,000 

80 Ihictors& Writers, 5 ditto, ... at do. = 4,00,000 


From Civil Service, Sicca Rupees, ... 49,00,000 

ARMY. 

300 General and Field Officers, at 10 do. =30,00,000 
540 Captains, ... ... at 5 do. =27,00,000 

800 Lieutenants, ... ... at 2 do. =10,00,000 

300 Cornets and Ensigns, ... at 1 do. = 3,00,000 

From the Army, Sicca Rupees, ... 76,00,000 

~T 

^ MEDICAL BRANCH. 

100 Superg. Surgeons & Surgeons, at‘5 do. = 5,00,000 
150 Assistant Suj'gcons, at 2J do.. = 3,75,000 


Sicca Rupees. 


8,75,000 
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ABSTRACT. 


Civil Scrvicf, Sicca Riipec.s’, 40,00,000 

Army, 70,00,000 

Medical Branch, 8,77,000 

Marine Ditto, 1,00,000 

Ecclesiastical Ditto, 1,00,000 

Law, 4,27,000 


Capital Stock, Sa. Rs, 1,10,00,000 


these arnmgoinents, the Capital of the projected estaldishmcnt 
would he adecjiiate to undertake most extensive insurances, — ofall 
kinds — and luA only be placed on the most unexceptionable security, 
bill assured, at all events, of an annual interest of 4 per Cent, to be 
discliargetl half yearly, independently of the dividend tO be inaile an- 
inuilly out ofall profits accruing to the Ocneral h\ind, but whicli it is 
propo.seil sliall not be divided, foi' Ihf jirsf iunr, till the expiration of the 
first 6 years subsecjuent to the foundation of the in,^iiUition. > 

Making the cstabluhinent its own insurers must materially increase 
tile productiveness of tlic“ General” or “ Remittance Innul,” as (Uie or 
both shall hereafter be determined on, — and some notion maybe form- 
ed ol the inmocessarily high rates of the Cukaitla Insurers, from the 
following Extract from a Letter T this day received from London: 

“ We J*c’grct your Insurani'c having been made at 4 per Cent, as 
“ here if wamld have been done at 60s. had you intlinatcJ to ha\o 
“ had it eOcetod by any Ship or Ships as Interest might ap]>ear.” 

This Letter is from one of the first Houses in London, and had the 
Insurance been effeeted at Home, a saving of ‘>0 Shillings would fiavc 
i»een effected. Supposing this difference, then, to accrue to the remit- 
ter, it wouhl nearly yield one liaif-penjjy more on an exchange of Js. 
HEd. or adding it to the General luind for distribution at the close of 
th(‘year, the service may calculate for themselves liow very extensive 
would be the accession of one half-penny on every rupee worth of 
produce remitted. 

The separate branch of this department constituting the Iiisiinuiee 
on 1/ife, will, it is presumed, be competent to effect, to the entire satis- 
faction of Government, all Policies which will be required as collateral 
.securities or indemnification for lapses in any of the p^»-ties to • .-vhom 
the projected Loan may be advanced, in liquidation of Debt, aud gc- 

D 
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nerally to undertake, at the most moderate premiums, every other 
risk of this description which the other branches of the service may 
have occasion separately to cover, in favor of private creditors. And, 
from the fact, that the average casualties on the Civil List, during the 
last 13 years, have only amounted ‘to 2 per Cent, it will be seen that 
this. species of risk is not so great as many arc disposed to believe. 

The only other branches of business proposed to be included in the 
projected scheme that I shall li^rc mention are the Agency of the 
corresponding Establishments at Home — their Shipping Concerns — 
the conduct of the Sales of their Commercial Consignments to India, 
and Printing its own Papers. 

The principal and indeed a very important branch of business an- 
ticipated from the first of these heads is the management of any 
European Fjincls that may be expectc<l to bo transferred for Invest- 
ment in this Country — and considering the rising price of Pub- 
lic Secuiities in Great llritain — that “ in their present state, a well 
“ secured and moderate Rental gives, by the latest advices, 30 years 
“ purchase” — it is not um’easonablc to expect, under the view 1 be- 
fore took of the Finances of India, that very large sums may, ere 
long, find their way to this Country. — If so, it is anticijiutcd that an 
Establishment of this sort, quite independent of Commercial specula- 
tion, would be cniincnLly useful in conducting the affairs of such 
Property — and by obtaining the sanction of the Parties to draw against 
the Ihuuls, from India, by depositing the Money in the hands of the 
Establishment’s Bankers in London — the Bills could be negociated 
to greater ailvautage to the parties in this market — than by a remit- 
tance in specie to CalcutU't. 

2ndly. That — as the very respectable House, it is proposed to em- 
ploy in conducting the Commercial Affairs of the Institution in Lon- 
don, is disposed to make any Shipments to India — on their cxchLsivc 
account — which may be advised by the Calcutta Establishment — it is 
in consequence to be expected, that considerable emolument will arise 
from this source, as also from the Management of their Ships of which 
they are extensive Owners. — These gains will iiie-gc, likewise, into 
the General Fund, so.as to enhance the Annual Dividend. 

As before observed, innovations of every kifid, at least if they in- 
volve important consequences, must anticipate opposition. But, I do 
not believe that any can, in this instance, be raised of an insurmounta- 
ble nature. The objections I have already heard started, are— 
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1st. Tliat th^ proposed constitution will ln*ing the institution with* 
in the denoniination of trading Copartnership, from which tlie majoritj 
of the Civil Service, and the whole of the Army are interdicted by Act 
of Parliament. If this be the case, tjie exception must apply e.vclu^ 
sivc/p to the proposal of eventiially,eifecting llcmiltances by means of 
Produce. But surely there can be no good grounds for its entertain- 
ment. The legislature, I apprehend, only contemplated to interdict 
the parties referreal to, from negociations personally with people over 
which in their official character, they might possess undue influence in 
commercial transactions. But, supposing myself to be an interdicted 
Servant, and having a remittance to make to London, which I desired 
my Agent in Calcutta to effect, for me, to the best advantage, is it pos- 
sible that I cnnkriie convicted of trading under the Act alluded to, 
mcrclif hcransr mv Agent chose to negociatc the transaction through 
t})e nie<liun) of Produce, and to allow me the superior exchange it 
yielded c)vcr Bills ? . 

To suppose that this enactment extends to such cases, seems to be 
giving it n construction w'hicli I cannot imagine to have been con- 
tempUit(‘d by tlic Legislature— hut, at all events, as, in the projected 
Eslaldisliment, it is intended that the Directors shall confine their Pur- 
chases to the Calcidia Maydccl — no apprehension can be entertained of 
tlu'ir using any inipropor influence in the Mofussil, or elsewhere, cn*— 
if it should, niy Correspondents in London being alrvadp willing to 
^voxchalf the risk in any such Consignments — I am persuaded that I 
can still make it worth their while to relieve the Institution of the 
remaining Moiety — and — thereby /o//?//// to preclude the possibility of 
its being considered in the above light. — To the Service a favorable 
remittance is of the utmost consequence — and tlie accomplishment of 
this object must not be separated — from the proposed plan — if possi- 
ble to avoid it. 

The second objection is suggested by the difficulty which would 
arise in nominating the Directors by the votes of the Service at large. 
— Of this mode, it is suspected that Government might disap- 
prove. — But — hiy^c, the remedy is easy — Let 3 or 4 Members of 
the Service, in whom their fellow-labonrcrs entertain confidence 
of their skill and understanding in such matt'ers, start the Establish- 
ment of the projected Institution ; and they may reasonably look for 
every encouragement in the end— though in the hej*imiing, they may* 
find the majority of tlieir constituents to create. — For the Semor re- 
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tiring Director it is proposed to reserve a scat in the London House, 
to be filled up from the Calcutta Establishment, by Seniority, as a va* 
cancy may occur, from the death or resignation of the Indian Member. 

3dly. It has been suggested to me, that the proposed establish- 
ment would militate against the imprests of the Mercantile coininunity 
of this City, and this is a point to which I have given the most liberal 
consideration, but to them I beg to apply the words I lately had oc- 
casion to use in planning another system of iin})roveincnt, w huh in- 
volved equally important considerations, — and 1 am persuaded that no 
voice will deny to me tlic equity of the maxim that “ Where j)cr- 
manent and extended advantages can be procured liy the co-oi)cration 
of a whole community towards general prosperity — that object has 
always been held more than sufficient to compensate lor what each 
must relinquish to attain that end.” — For some years {)ast, cliiefly 
through the difficulty of employing Capital, either so extensively or so 
advantageously as formerly — the Houses of this City have, I am aware, 
been necessarily debarred from allowing to their Constituents the 
same interest on deposits, as in former years. — This change, how- 
ever, has been produced by that natural course of events, over whicli a 
Mercantile Establishment can have no control. — And 1 do not hesitate 
to acknowledge my own thorough conviction and belief, that even the 
present low' interests of 3 and 5 per Cent,, and the equally de- 
pressed exchange of Is. lU]^d. arc,' with reference to the value of mo- 
ney, as much as any House could ailot'd to allow, in justice to itself. 

But let me submit in what pcrio<l, can a Member of the Company’s 
Service — (restricted to Agency for the cuiplojincnt of iiis savings on 
these terms,) — anticipate pos./iblc retirement from a climate whicli 
sooner or later corrodes every European constitution, and can he 
equally afford to allow a commission of per Cent, on the 
collection of the Rents of Landed Properties-^wlien a Purchase 
will scarcely now yield G per Cent, as when it did 12, on the origi- 
nal outlay ? To suppose that the Members of the Service cun set down 
contentedly, under such prospects, is crediting it for more virtue than 
commonly falls to the lot of man — and, however ungracious the task, — 
the present is unquestionably a crisis — which demands every one to con- 
sider the possibility of accomplishing the object contemplated in this 
Essay. The difficulty or unvidiousness of the task should form no part 
" of their consideration. They ought to risk odium if they succeed, and 
contempt if they fail. My excuse is my own conviction of the abso- 
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lute urgent necessity there is, that something should be done, anti under 
a persuasion that no House in this City, «an assist us in the contem- 
plated way, it would 15e injustice to suppose, that they could for one 
moment wish to cut off from our interests to forward theirs, and I 
have therefore proceeded tej this sal*itary work with much less embar- 
rassment than may, perhaps, be Jupposed. The proposed plan pro- 
ceeds entirely on the reproductive princij)le of charitable Loans. And 
I consider it to be one of those valuable branches of Political Econo- 
my which emulation and competition makes the soul of perfection, — 
which encourages Industry — creates new property and gives life and 
energy to all the riches of the State. In no other way, can property 
be made so rapidly prodiictiye. And surely it would be unreasonable 
to expect, that if the arrangement can be carried into effect, that the 
Service should T)r(*go so honest an acquisition — nay one, indeed, 
which promidcs to be so con tributary to the interest — the credit and 
the strength of our Government — as the making its constituent Mem- 
bers the watchful guardians of their own property and interests. 

I am (idly aware of the old saying, that a good cause may be injured 
by a bad advocate ; and I am truly sensible of my own defects. In 
glaiK ing iny eye over the foregoing observations, I perceive a re- 
dundancy of words which might have been spared, with a want of 
proper order and connec tion ; but ray time will not permit me to 
make further corrections. Besides, I am of opinion, that it is better 
to be prolix, than to be obscure; and as a very intelligent writer has 
observed, that the genuine dictates of the mind, as they present them- 
selves, on subjects like the present, may be better than a more stu- 
died and methodical arrangement of them, 

Snum cmqne. 

Calcutta^ T, 

March 3U/, 185^5. 
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The promoterg^iof the Bank of India have at length brought their 
scheme before the public, and issued a pamphlet in its vindication, 
entitled, Reasons for the Establishment of a New Bank in India, 
wMth Answers to the Objections against it.” This publication, in- 
tended to win us back to our old system of Indian policy, is the 
production of a gentleman of no mean celebrity, and is an impor- 
tant document, in as much as it may be presumed to embrace the 
strongest arguments which the Bank supporters can bring to their 
aid. It has, moreover, made a favourable impression on the Editors 
of some of the Liberal London Journals in the Ministerial interest, 
who can discover nothing vicious or exclusive in the Mercantile 
Agency, Revenue Collecting, Government Treasury, Banking 
Institution which it defends, and have arrived at the conclusion, 
^Hhat the more the Merchants of India cry out against the scheme^ 
the more is it entitled to public patronage and support^^’ over- 
looking entirely the fact, that the Merchants of India are not 
an exclusive body, and the ground of their opposition, viz., to 
preserve the advantages of the India Trade open to the public, 
by preventing that country being again brought under the influence 
of a powerful corporate and privileged body, whose competition 
would be fatal to individual enterprise. Support, however, pro- 
ceeding from so very unlooked for a quarter, will doubtless stimulate 
the projectors of the Bank to further immediate exertions to obtain 
their Charter from the Crown, and hence the danger of the 
Commercial community, connected with India, remaining longer 
quiescent, under th^ belief that a project so preposterous will never 
receive the sanction of the Legislature. 

The pamphlet under i*eview opens with a schooLboy lesson, ex- 
tending thfougli eight pages, on the advantages of Banking, con- 
ducted, on sound and judicious principles. These advantag es, it ia 
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needless to ^ay, are fully admitted, and have never been denied by 
the opponents of the Bank of India, the question at issue being, 
whether or not the construction and principles of the latter are 
sound and judicious. The 9th and 10th pages are filled up with 
the plan of the Bank ; and from t^je lltl|, we learn that its promo- 
ters are unprepared to anticipate that either the Local Government 
of India or the Company will throw any obstacles in the way of an 
Institution of such admirable construction as the Bank of India. 
“ It would be equivalent to supposing ^th at they were averse, from 
** what must obviously conduce, and that in no ordinary degree, to 
“ the improvement of India;” and to make its adgptation to the pe- 
culiar circumstances of that country as obvious to these authorities, 
and the British public, as it is apparently to themse|yes.^ they proceed 
to state, page 12, «« In fact, there are only four Banks in India, — 
“ one at Madras, one at Agra, and the Banks of Bengal and Union 
“ in Calcutta, the two last with a paid up capital of .£’1,250,000, 
“ but their constitution is in various respects defective.” In what 
respect their constitution is defective, the Bank promoters do 
not attempt to shew, farther than that neither have subordinate 
branches in any part of the country. The want of branch establish- 
ments is, therefore, pronounced a defect, yet such are now con- 
demned, by good authorities on Banking in this country, in as much 
as they give rise to an unfair distribution of Banking profits — make 
provincial interests subordinate to those of the capital cities in which 
the parent bank is established — greatly weaken the security against 
internal mismanagement — open facilities to fictitious transactions 
fol raising money, and causing pecuniary distress, arising from local 
circumstances, to become more generally diffused. Our own coun- 
try presents, at this moment, a striking illustration of the advantages 
resulting from independent Banks. Money, in London, is scarce 
and greatly enhanced, while in Scotland it is neither, nor ought it 
to be so, for that country has had no concern with the foreign pe- 
cuniary transactions and other home speculations^ which have led 
to the scarcity in the Metropolis. Now, if -the w'hole Empire had 
been linked together under one great Banking Institution, the pres- 
sure for money would have been generally diffused, and the manu- 
facturing operations* of Scotland interrupted, and this section of the 
country, consequently, been made unjustly to sqffer embarrassment 
which it had not been instrumental in producing. 

With respect to the other defects of the Calcutta Banks they 
will be best appreciated by the following comparative bvief analysis 
of their constitution, with that of the proposed Bank of India, the 
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latter made up from 
which have emanated 

BANK OF INDIA. 

Charters of Incorporation 
from the Crown and the In- 
dian Government for Great 
Britain and India, and limiu 
ing the iiahility of the part- 
ners. 

Proprietary, three-fourths 
Foreign. 

Supreme Direction, Fo- 
reign, and centered in Lon- 
don. P2 months’ communica- 
tion distant from the scene 
of action. 

Only 25 per corjUaf the 
capital paid up. TI»e resi- 
due payable by insfalment.s, 
not exceeding 10 per cent., 
when the Directors chouse to 
call for it. 

Notes a legal tender 
throughout British India in 
payment of Customs, Duties, 
Lattcl Revenue, and other 
Ta.xe8. When payable, and 
under what security, not yet 
determined. 


To act as the Government 
Treasury, to collect and dis- 
burse the Revenue, to trans- 
act all the Government finan- 
cial business. 

To supply the Govern- 
ment with money. To con- 
tract with the East India 
Company to remit the Home 
Disbursements, amounting to 
more than tltree millions an- 
nually, which disbursements 
are remitted in merchandise. 
To traffic in Foreign Ex- 
changes. To buy bills drawn 
against the proceeds of mer- 
chandise, shipments «ut and 
home ; in other words, to 
advance on such shipments. 

To Incorporate rival In- 
stitutions. 

Head Establishmentjl at 
Calcutta, Madras, Bombay, 
Canton, with 8ubordin|ite 
branches at the provincial 
cities, and thus placing the 
whole of British India under 
its dominion. 


the plan, prospectus, 
from the promoters : - 

BANK OF BENGAL." 

Charter of lucorporaiion 
from the Indian Govern- 
ment fur India, with limited 
lia^lity. 

About one-seventh of the 
Stock held by the Indian 
Government, and the rest by 
the conununity. 

Direction, Indian, six 
chosen from the resident 
merchants, and three from 
the servants of Government. 

Capital paid up, and may 
be extended to an indefinite 
amount, when the increase 
can bo beneficially and safely 
employed. 

Notes a legal lender for 
Customs Duties and Land 
Revenue to the extont of 
two-thirds, in the Bengal pro- 
vinces only below Benares. 
Payable on demand, and se- 
curity lodged with Govern- 
ment to l-4tb the amount of 
its Issues. 

Acts in neither capacity. 


Has no such arrangements 
with the Government, nor 
allowed to engage in any de- 
scription of business except 
what is strictly Banking, and 
does not interfere with the 
business of the Mercantile 
Houses. 


Not allowed. 

lias no branches at pre- 
sent, but has the option, by 
its Charter, of establishing 
them in the Bengal presi- 
dency when the Local Go- 
vernment and the Direct4rs 
consider it advantageous to 
do to. 


and other documents, 


UNION BANK. 

No Charter. The Court 
of Directors refused to grant 
one, though the Bank is upon 
the much approved Joint 
Slock plan adopted in Scot- 
land. 

Pr^jjjpi^ry, Indian com- 
munity. 

Direction, Indian, and 
chosen from the native and 
European community. 

Capital paid up, and may 
be extended to an indefiiiite 
amount, when the increase 
can be beneficially and safely 
employed. 

Notes not a legal tender, 
and payable on demand. 


Ditto ditto. 


Ditto ditto. 


Ditto ditto. 

•■Has no branches at pre 
sent, but may when they are 
considered advantageous by 
the proprietors. 
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Now, I would ask the English public which of these three Banks 
is the most defective in constitution ? Farther comment or proof 
would surely be superfluous, to shew how unfounded is the asser- 
tion quoted from the pamphlet. 

The promoters of the Bank of India say, pages 13 and 14, — 

** In fact, the largest portion by far of the Forei^^n Banking business of India 
was transacted, until very recently, by the great agency houses established in 
Calcutta, Bombav, and Madras, but principally in the first. Most of these houses 
were founded by r^jyed civil servants of the Company, and adventurers from 
Europe, without being possessed of considerable capital. Besides being Bankers, 
they were Merchants, and sometimes, also, Indigo Planters, and Ship-owners; 
and to this vicious combination, the ruin in wMch so many of them have been 
involved may be primarily ascribed. Their credit being high, large sums, prin- 
cipally consisting of the savings of individuals in the Company's service, were 
deposited in their hands, which they engaged to pay a high rate of interest for; 
but instead of employing these deposits as Bankers in England would do, or as 
the pro])oscd Bank of India would have done, had it been then in existence — in 
the discount of approved bills at short dates, in the granting of cash credits, or 
in the purchase of Government securities, readily convertible into money — they 
employed them in all manner of hazardous speculations, advancing very large 
suiiiS to Indigo IManters, exporting goods to Europe, China, &c., either directly, 
on their own account, or indirectly, by lending largely on the security of the 
goods to those who did, becoming owners of Indian shipping, &c. Many of 
these speculations turned out exceedingly ill. The cultivation of Indigo was so 
rnucli increased that its price gradually fell to a level, at which it would not pay 
the cxp( use of production ; so tljat very heavy losses w^ere sustained, and much 
capital sunk by the planters, and those by whom they had been propped up." 

The lapsed Agency Houses of Calcutta became Indigo planters, 
or Proprietors of plantations, and Ship-owners, in the first instance, 
by advancing money to the planters and ship builders, under mort- 
gage of the estates and ships, which, by the subsequent foreclosure 
of the mortgages, fell into their hands, and why they became ship- 
pers of produce, and advanced money upon the shipments made by 
otlfers, w'as the inevitable result of their working Foreign Exchange 
Accounts. They sold their drafts upon their correspondents 
ill London, to parties remitting funds to Europe, and these 
drafts they were consequently under the necessity of meeting, by 
buying and remitting the Bills of others, drawn under the security 
of produce shipments, or, when these were not obtainable, by mer- 
chandise operations on their own risk. Now, this combination of 
the business of Merchant and Banker, denbuncjgd by the promoters 
of the Bank of India, as vicious, and to which tSBfey ascribe the ruin 
of the Houses referred to, is precisely that which they propose to 
embark in. Here arb their own words : — 

P .g*.' 20. Tlio^c engaged in the raising of Indigo, Sill;, Sugar, Cotton, &c., 
all require advances to enable them to prosecute their business. Formerly these 
advances were ma<le W the Merchants, and when their speculations failed, 
those who had'depositea money in their bands lost their all. But when a Bank- 
ng Company, with large capital, and properly conducted, comes into the field. 
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this will no longer be the case. The Bank will discount the Bills of Merchants 
and Planters, who will thus be assisted with the funds required to carry on 
their business till the produce of their crops, or sales, comes to hand." 

Page 25. The success that has attended the efforts of the indigo planters 
since the attention of Englishmen was first turned to that department in 1783, 
is conclusive evidence of what may be expected, now that they are entitled to 
apply themselves, not to the indigo culture only, but to all sorts of industry 
earned on in India. The BmiU of India will be of the greatest consequence in 
assisting the efforts of those in such undertakings. Rich individuals 

will not often engage in the (Apartqients in question, at least till they are more 
advanced than at present. Most •of those engaged in them will be for a good 
while to come, as they have been in time past, bare of cauRik)^ But the Bank 
of India having large deposits, and a large capital to enijnoy, will be liberal of 
its advances to individuals of intelligence and industry, employed in the cotton 
culture, the indigo culture, the silk culture, and so forth, and to the Merchants 
by whom such persons may be supported.” 

Page 10, Art. 8. “ The purchase and sale of Bills of Exchange, and the 
granting of drafts and credits by the establishment in London, on the several 
establishments in India, and vice versa/* 

The inconsistency of the foregoing extracts, when placed m 
juxta-position with those from pages 13 and 14, is very glaring, 
and affords conclusive evidence that the promoters of the Bank of 
India are either ignorant of the nature of Indian commerce, or 
otherwise, that their inconsistency is the result of an attempt to 
conceal from the public the real character of their Bank, viz* - 
that it is to unite commercial agency with Banking. 

The promoters will scarcely venture to assert that when remit- 
ting the three millions yearly for the home disbursements to this 
country, and working their other exchange operations with Lon- 
don, China, &c., they will be content with the mere personal 
security of the parties drawing the bills, and will limit themselves 
to the same security when making advances to Indigp planters, 
native Riots, or Farmers, and others, for a period extending aver 
twelve months — say “ until their crops are realized.” 

Page 15. “ Now, it is material to observe, that no new Banking establishments, 
with the exce])tion of that of Agra, have been brought into the field to fill up 
the mighty void caused by the failure of the Houses referred to. The Bank of 
Bengal and the Union were both established long since, and as they, even when 
assisted by the establishments that have failed, were notoriously incompetent to 
transact the Banking affairs of India, they must be infinitely more so at present, 
after so much hav^c has been made among the old Agency Houses.” 

The above statement is very incorrect. The void caused by the 
failure of the six old Houses has been filled up by the establish- 
ment of more than double that number of new ones, and by others 
greatly extending their business. All the concerns which these 
Houses carried on (those ruinously bad excepted) have been taken 
up by their successors, and the East India Company’s immense 
Commercial undertakings besides; a convincing proof that the 
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capital, and enterprise, of the Mercantile community of India is 
commensurate to the profitable employment for it. 

The Union Bank of Calcutta (organised in August 1829) had 
scarcely been in operation, when the failures referred to commepced. 
This establishment was started by the Commercial community, on 
the plan of the Scotch Banks, and under an express understanding 
with the only Agency Houses, Palmer Sc (Co., Alexander Sc Co., 
and M«Intosh Sc Co., who had Banks of issue, that their notes were 
to be withdrawiirfeom circulation. In short, the object of its esta- 
blishment was, to replace the private Banks of issue by a public one 
on a principle experienced to be sound. 

The Union Bank applied, in vain, to the Court of Directors for 
a Charter for India, and the same privilege, possessed by the Bank 
of Bengal, of its notes being taken to the prescribed extent at the 
Government offices. The capital of this Bank, which is Indian, 
may be indefinitely extended, and its construction is sound, its tran- 
sactions are legitimate. Moreover, it is under the direction of the 
Merchants of India, native and European. The only reason why 
its business has not equalled that of the Bank of Bengal, is simply 
because the Government influence, combined with the latter, has 
been brought to bear against it. Should the Bank of India go into 
operation, on the plan proposed, and with the privileges sought for, 
the Union would be completely crushed, as would every Institution 
of the kind which attempted to oppose it. Let the promoters of the 
new Bank shew, if they can, in what respect the constitution of the 
Union is defective, and how it may not be adapted, or extended, to 
answer all the purposes required by the Calcutta presidency, with 
the aid of the Bank of Bengal. But it appears to them “ a work 
“ of supererogation, to set forth at any length what must be so ob- 
« vious,” viz., the superior advantages of their scheme, ‘‘ which 
« should have branches in all the great towns, and be conducted 
“ on sound Banking principles, by a Superintending Board in 
«« England^ of the most eminent manufacturers and merchants, &c.” 
Now, I submit that the intelligent merchants of India are quite 
competent to manage their own affairs, and do not require to be 
placed under the superintendence of the manufacturers of Man- 
chester, Blackburn, and Birmingham ; and moreover, that however 
estimable, talented, ard useful these gentlemen are, in their own 
sphere, still many of them have had little time to spare from their 
active pursuits to gain that knowledge of India, its commerce and 
people, to fit them for such a duty, nor to exercise it, admitting they 
had ; and it would be as presumptuous on their part, to undertake 
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the duty at such a distance, as it is insulting to tlie India Merchants 
on the part of the promoters to propose it. 

Paf^e 16. “ I'he servants of Government, and every one else, would then have 
a place of secure and profitable investment for their savings, receiving for them 
as high a rate of interest as could be afforded, and feeling, at the same time, ab- 
solutely certain as to their plyment ^he moment they are demanded. Had such 
an institution been in existence in India a few years ago, what an amount of bit- 
ter disappointment, and of positiv# suffering, would it have averted! and where 
is the security, provided some such establishment as ihatm^ proposed be not 
founded, that the disasters we have so lately witnessed wmnot recur?” 

lu answer to the above, I have only to remark, that at the time 
the civil and military servants of the Company were depositing their 
savings with the old Houses of Agency, the Indian Government 
Loans and the Bank of Bengal were open to them, but they chqse 
the liberal ra^^of interest given by the former, and the risk with it, 
to the low rate and security offered by the latter ; nor would the 
Bank of India, had it then existed, have prevented this species of 
speculation. The losses which the services sustained had, in most 
instances, been in a great measure compensated by the increased 
interest paid on their deposits, and, as a body, their account with 
the old Houses was pretty nearly s<]uared, for the latter lost about 
as much in irrecoverable advances to the former, as they owed. 

The question put by the promoters of the Bankj in concluding 
the above quotation, is evidently intended to create suspicion where 
none now exists, nor ought to exist, of the stability of the Calcutta, 
Madi’as, and Bombay Agency Houses, and merits the severest* 
censure. The disasters, which they comment upon, will not of 
course recur until the causes, stated by themselv^j^pH^ying led to 
them, are again brought into operation. Say, ^til the Bank of 
India, in its struggle for business, and to substitute its capital for 
that now embarked by the private Merchants, commences to grant 
its boasted liberal advances to the Indigo planters, Export Mer- 
“ chants, Ship-owners,” &c. &c. Then, of course, “ the cultivation 
‘ of Indigo will be increased, and its price will gradually fall to a 
« level which wont cover the cost of production.” The Export 
Merchants anS Ship-owners will again be tempted to engage in 
hazardous speculations, many of which will turn out exceeding- 
“ ly ill.” And the Bank of India, like the old Agency Houses, 
will doubtless be glad to take possession of flie estates and ships in 
security of its claims, and like them will be compelled to turn In- 
digo planters, ship owners, and also shippers of produce, to meet . 
its payments for the Home charges, See, in England. This state 
of things is certainly the probable, if not inevitable, result of a 
great Bank in India— directed in London by a Board of Gentle- 
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men deficientin local knowledge, whose responsibility is limited by 
law, and who have, by their arrangements, entailed upon them- 
selves the necessity of annually meeting large disbursements in 
England, which cannot be met on the part of India otherwise 
than in merchandise. 

Page 16 . The Bank of India would fumsh the natives at the head office in 
Calcutta, and ..;.*he various branches in the principal towns, secure places of 
deposit for their surpnis, or unemployed capital. Sec. &c/’ 

Page 17. ** Hence the practice of hoarding ^nd of burying the precious metals 
in the earth, has always prevailed to a great extent in the East. 

“ Mr Luke Scrafton has conjectured, and apparently on good grounds, that the 
vast suras lost in consequence of this practice, is the chief cause why prices do 
not seem to have risen materially in the East, or the precious metals to have 
become more abundant, notwithstanding the vast quantities that used to be sent 
thither. This habit of burying money m the earth has been too long carried on, 
and has become too congenial to the natives, to allow of its- speedy eradication. 
This practice has considerably declined, though it is still carried on to a greater 
extent than those not familiar with India would readily imagine. In proof of 
this, see Evidence of the Right Hon. Holt M'Kenzie before Select Committee 
on Affairs of India. — Sect. Finance^ Q. 321, &c.” 

Page 19. “ It is all but certain, that in no long time it would bring forth and 
vivify millions of capital that now lie dormant in the earth, or in secret hiding 
places.” 

The promoters of the Bank have here ventured to draw pretty 
freely on the reputed gullibility of tlie English public ; but surely 
the day is gone past w^hen nursery tales like this will be credited 
by the intelligent part of the community, as representing the pre- 
sent state of India, even though supported by the venerable testi- 
mony of Mr. Luke Scrafton (1770), and that more recently given 
by the Right Honourable Holt M‘Kenzie. The latter, when 
giving his evidence before the Select Committee, must have been 
less collected than he usually is, for he cannot but remember 
seeing the armlets, anklets, rings, ear-rings, and embroidery of 
every sort, daily worn by the natives of India, and the show of 
family ornaments of every description on great occasions. Their 
fondness for this species of display is notorious, and the consump- 
tion of the precious metals is, in consequence, very considerable. 
Some portion of the treasure imported into India dDubtless passes 
into the countries beyond <he Company's frontiers, and no small 
amount of it is re-shipped at times for England. For instance, the 
imports of specie in 1831-32 was £373,157, and the exports by the 
East India Company and the private Merchants £1,153,981, add 
to which the tear and wear of coin, &c. Had these facts occurred 
to fhe Honourable Gentleman, at the time of giving his evidence, 
they would have supplied him with a more rational answer to the 
question put to him, than the one which he appears to hkve given, 
of India cannot be so destitute of 
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led to believe, if llie promoters’ statement be true, that they bury 
it in millions under ground, and in secret hiding places, and if 
this joint-stock Company succeeds in disinterring «« and vivifying 
these* dormant millions” of treasure, the speculation cannot fail of 
being profitable. 

Their scheme would perhaps go down better with that portion 
of the public to which this piirt of their pamphlet is evidently ad- 
dressed, were they to alter its designation to th^PfSkSflre Search^ 
ing Company, and to engage a few adepts of the Dousterswivei 
school, to aid them in their Asiatic researches. 

Page 19. If a doubt can remain in the mind of any one as to the advantages 
that must always accrue from the opening of safe and 'profitable places of dep^t 
for the savings of the industrious and frugal, it will be removed by observing 
what has been done in Scotland. That part of the empire has long enjoyed the 
inestimable aclvaTit&ge of a safe and convenient system of Banking. 

l^age 20. Bring the same facilities for saving and accumulating within the 
command of the people of India that are enjoyed by the people of Scotland, and 
who can doubt that they will be productive of similar results And, as these 
facilities will be afforded to a very considerable extent by the estaUishment of 
the Bank of India, who can deny that it has a well-founded claim on the public 
favour and patronage.?" 

The comparison here attempted betwixt India, its inhabitants, 
and the Bank of India, and Scotland, her people and Bank- 
ing institutions, is either made under a total ignorance of every 
thing which relates to India, or with a view to mislead, for in 
no one respect will the comparison hold. These countries and 
their respective inhabitants do not differ more widely in climate, 
colour, and intelligence, than do the Banking institutions of the 
latter, from the one now proposed to be thrust on the former- 
In Scotland, there are four chartered Banks competing with edch 
other, and a great number of powerful joint-stock Banks opposing 
the chartered institutions. Neither of them are leagued with tho 
Government and backed by its influence, neither traffic in Foreign 
exchanges, each and all confine their business strictly to Banking ; 
and, moreover, their stock is not held by an Indian proprietary, 
their transactions influenced by Foreign interests, nor governed 
by Boards of Directors in Madras, Calcutta, and Bombay. 

Page 22. “ At present the revenue eollected in the more dirtant provinces has 
to be sent down in specie to Calcutta, where, after having been locked up for a 
while in the Company's Treasury, it again finds its wfy into circulation. The 
identical sums brought from a distance of a thousand miles or mote, being pro- 
bably paid to merchanis or agents at Calcutta, by whom they are transmitted 
on loan to planters and others in the vicinity of the place whence they were ori- 
ginally brought! The establishment of the Bank of India will go far to put 
an end to this sort of national c|iild's play — to the expensive transfer of opeCi^ 
f>om one par^ of the country to another, merely that it may be sent back i^ain 1 
The money paid by the Revenue Collectors to (he different branches of the Batik, 
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will be foi lhwitb placed to the account of Government at the lit ad Office in 
Calcutta. The loss attending the jjres.nt rude and cumbrous syLtem will thus 
be completely obviated ; and the money paid into the branches of the Bank, 
instead of being sent down to Calcutta and then sent back again, will be imme- 
diately lent out to the industrious classes in their vicinity.*’ ** 

This statement gives a very exaggerated view of the state of 
Commercial intercourse in India. iThe 5ank supporters wish the 
British public to believe that the tocal Government and Mer- 
chants of Itidltr'^e as ignorant as children of the most simple and 
obvious mode of conducting their money transactions, and keep 
bullion traversing the country for no earthly purpose. Now, what 
are the facts ? — 'I'he Revenue paid into the Collector’s Treasuries, 
at the interior stations, is again disbursed through these station- 
pay offices to the civil and military services of the Company — to 
their Silk, Opium, and Salt Riots, or Farmers, antHbr other inter- 
nal demands. The surplus only of receipts over expenditure is 
sent in bullion to the Presidency cities, where it is of course re- 
quired by the Government Ti'easury to meet the interest on Loans 
and other public disbursements, provided such surplus is not ab- 
sorbed by Presidency Treasury orders in favour of the Merchants 
requiring to make payments in the interior, who, by paying their 
funds into the latter Treasury, thus obviate the necessity on the 
part of Government for its transmission. 

A great portion of the Company’s surplus Revenues of India, 
remitted to Europe, is sent from the interior in Opium, Cotton, 
Silk, &c., while the inland remittances made on private account 
are effected in Cotton piece Goods, Twist, Woollens, Copper, 
Iron, and other British Merchandise, 

Page 23. Look at the influence the Bank will have in facilitating all sorts of 
commercial transactions. Suppose that a merchant in Calcutta finds that he can 
wake an advantageous purchase of a (j^uantity of opium, silk, indigo, or other 
article at Delhi, how will he proceed r If there be no money due to him at 
Delhi, and if he cannot (as is the case in nine out of ten instances) purchase a 
BUI on that*city, he has nothing for it but to decline making the purchase, or 
to send, through a dangerous country, and at a heavy expense, bullion to Delhi 
to pay for the goods ! The merchant in the case now supposed, will pay the 
price of the goods to the Bank in Calcutta, and obtain an o^er from them on 
their agent in Delhi, for an equivalent sum.” 

When a Merchant cannot obtain an order from the Presidency. 
Treasurer, on the Cqllector of the District he is sending money to, 
he may effect the remittance in Bank of Bengal notes, where they 
are current, or he can at all times purchase ofii native Shroff or 
Banker 9 a Hoondee or Bill of Exchange, The promoters say, page 
18, “ That many of these Shroffs are men of desperate fortunes, 
«« and of doubtful character.” Now, I will venture to affirm, that 
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out of the number registered in the Calcutta Directory, five n.ay 
be selected vi^hose united wealth alone is equal to theVhole capital 
which they propose for the Bank of India ; and further, that in the 
course of a very considerable experience, I never knew an instance 
of a native Hoondee or Bill of Exchange being dishonoured. The 
same Commercial faciliti^, therefore, which the promoters boast their 
Bank will confer are already ^iven, and the public of England will 
surely not now be induced to believe that the (Jovernment 

of India are so very absurd in their proceedings, as to bring bullion 
one thousand miles from the interior, “ through a dangerous” coun- 
try, merely that they might “ keep it locked up for a while in their 
'I'reasury,” and to have the trouble and risk of sending it back again. 

Of course there is, and must necessarily be, at times, an acewm- 
ulation of thd^)n2cious metals at the Presidency cities, where the 
marine import and export Custom Houses are located, and it is 
true that the bullion imported is coined at the Calcutta Mint, and 
transmitted up the country along the Great Rivers ; but these re- 
mittances are now made by the Government steamers, without risk, 
and at a trifling cost. It also does occasionally happen that specie 
is sent from station to station for the payment of troops where the 
receipts are inadequate ; but so it would be under th^ Bank, unless 
they issued notes to the value of two shillings of our money. 

The example given in the passage quoted, of a Merchant send- 
ing his funds to Delhi, at a great risk, to buy Opium, Indigo, and 
Silk, is as much in point as to suppose a London Merchant send- 
ing Jiis money to John o’ Groat’s to buy Kent Hops. 

These productions are chiefly raised in provinces lying several 
hundred miles nearer to Calcutta than the city of Delhi. 

“ Tile promoters say,” Pages 29 and 30, that the establishment of a Hank 
in India, tm the principle, and for the objects which they state, will undoubtedly 
liave a considerable moral and political influence on the people, by conducing to 
their wealth, tranquillity, and security, and giving them a tangible jntercst, not 
in the support of the Bank merely, but of the English ascendency ; and fur- 
ther, (in their prospectus,) they offer their establisho.erit to the local OovenitDent 
of India, as a jiccuniary defence in times of political exigtnjy.” 

9 

The moral influence of Institutions ot this kind is good or bad, 
according as their principles and administration are sound or cor- 
rupt ; and in this instance the natives of India would only be pre- 
sented with another example of that pernicious system of our Co- 
lonial policy whicR they have found so withering to their prosperity, 
and have paid such a large sum to get rid of, but which it would 
still appear to be their deslipy to have inflicted upon them. They 
would see^n it only another great exclusive and oppressive jobbing 
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mouopoly, absorbing or ruining the business of their private Mer- 
chants and Bankers, a scheme to extort another half milUoft yearly 
from them in the shape of Bank Dividends — in fine, anothei* in* 
Stance of our grasping cupidity. The other two points, viz., its 
political influence, and pecuniary defence ^o the ruling power, are 
for the consideration of the Court of Direjctors — the former result 
is certain, the latter advantage very dpubtfuL The Local Govern- 
ment has hidierto^depended on the public of India for pecuniary 
supplies, and was never yet disappointed, even in times of the 
greatest political exigency. 

The natives look to the Government as the paramount security 
in pecuniary matters, and hence the latter is able to contract loans at 
four per cent, interest against private competition at seven per cent. 
Hitherto there has been no Banking Institution, or Cdvporate body, 
of any kind in India powerful enough to step in betwixt the monied 
natives and the Government, and by its competition, to enhance the 
rate of the State Loans. It was the absence of all such competition 
which enabled the Local Government latterly to renew former 
contracts on more favourable terms. 

The Court of Directors will have no difficulty in forming their 
estimate of the political influence which the Bank is likely to exert, 
from the documentary evidence in their possession,, relating to the 
transactions and eventual suppression of the Banking House of 
^ Wm. Palmer & Co. at Hydrablmd, and they may possibly obtain 
spme useful information on this point from other sources, such as 
the United States Bank, &c. The Governors of the various branch 
establishments at Delhi, and other important stations throughout 
India, acting in the double capacity of Bankers and Revenue Col- 
lectors, will undoubtedly possess considerable influence with the 
native Princes and Zemindars ; and it is not at all unlikely that the 
Company’s political residents at the native Courts may again, as 
in the instance alluded to, find^ their influence neutralized by a 
Banker. 

It is not difficult to foresee that a Bank so organised as to bring 
the Revenues of India, and the sources of war and Commerce, 
within its grasp, which is to possess the credit and influence of the 
Local Government, aqd yet to be virtually independent of that body, 
must become a very formidable Institution, and that the Directing 
Board in London are likely to be nearly of as much importance as 
the Court of Directors in Leadenhail Street. 

Page 30 . Besides conducing, in so many ways, to the improvement of India, 
and to the increase of the trade bqtwcen it anil England, the proposed Bank 
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will certainly yield a hauclaoine profit to its proprietary^ &c. But that such 
will be the case may be unhesitatingly inferred, first, ftom the high rate of in- 
terest in Indiu, and, second, from the high rate of dividend thiit has been pttd 
by the Bank of Bengal and^he Union Bank." 

Tife following comparative statement of Banking profits in India 
and this country, will interesting to those who, in judging of an 
undertaking of this kind^ are influenced solely by selflsh pecuniary 
considerations 

Average Dividends and Bonuses of the Bank of EnglaitfiTfroin 

1800 to 1831, inclusive, upwards of 10 per Cent. 

Average Dividends of the Bank of Bengal, frona its establishment 

in 1808 to 1831, inclusive, 9 4>-5ths do. 

Since 1831 only, 7 3-4th8 do> 

Average Dividends of the Union Bank 'of Calcutta, since its 

establishment in 1829, under 6 do. 

The English Joint-Stock Banks give a return of from . . 5 to 10 do. 

Indian Kate of rntwest on Government Loans, . . . 4 do. 

Do. of Discount on Governmci t Salary Bills, . , 4 do. 

The promoters, in their abortive attempt to answer the objections 
which have been advanced by experienced practical men in London, 
Manchester, Liverpool, and Glasgow, to their scheme, say,— • 

Page 32. “It is said that it will be a monopoly. But there is not really so 
much as the shadow of a foundation for any such statement. It asks no pecu- 
liar favour or privilege of any sort or kind whatever — no one, in fact, that the 
Government, (f it see cause, may not confer on any ten, fifty,* or five hundred 
establishments. Page 33. All that it asks for is a Charier, on its fulfilling the 
conditions, or complying with the regulations. According to which, the Trea- 
sury has already granted Charters to other Banking Companies established in 
the Colonies. They abjure all pretensions to monopoly and favouritism.” 

Contrast the above assertions with the facts, l^he promoters 
have asked for their Bank, Charters for Great Britain and India^ 
and limited liability — a close and intimate connexion with the •la- 
dian Government — the countenance and co-operation of the British 
Government — to collect and disburse the Revenues of India— to 
perfoi'm all the functions of the Government Treasury — to secure, 
the annual remittance, made in Merchandise, of the Home dis- 
bursements — to have its notes made a legal tender— to incorporate, 
the Bank of Bgigal — ^to bring the whole of British India and! de** 
pendencies under its dominion, through the machinery of Branch 
establishments — to traflic in foreign Exchanges, and, as the coiuk 
eluding sentence of the prospectus expresses, to act as Bankers^ 

“ modified only by the peculiar circumstances of India and the 
East India Company.” Now, all these privileges and arrange- 
ments are embraced in the documents detailing the promoters’ plan, 
which have been submitted to the British and Indian authorities 
for approval, and if conceded, the respective Governments, at least 
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tlie latter, are pledged to, and identified with, the undertaking. 
The Bank stjipporters say, that the Indian Government may so 
identify itself with any ten, fifty, or five htindred such establish- 
ments — grant the same privileges and arrangements to the same 
number of Banks, “ if it see cause,” that is^ it may have 500 Na- 
tional Banks, Government Treasuries, Revenue Collecting Insti- 
tutions, &c., if it see cause ; but it wont see cause to have more 
than one sudi^lr^stitution, and here is just the difierence, and we 
shant see the effect : nor will the British Government and the 
Court of Directors see cause to grant the Chai ters and approve of 
the plans submitted, no more than they now see cause to have ten, 
fifty, five hundred, or even two Banks of England. 

The Bank supporters would wish us to believe that the revenue 
and treasury business of India is quite within the raiigs of ordinary 
competition. 

PagoR o3 and 31-. “ 'I’hc Government of India will not deal with the iKii k 
unless tl' y are satisfied that such dealings v.iil be for tlioir int: res’, 'i'lu’ t-aire 
answer niav be made to what has been said ab<iUt the Bank’s seckinp; to ac; as 
Treasurer for the Govtrnijient of India. If Government can itself traiisact tl>i‘ 
busincR-'. in question, or pjel it transact td by others, on more favonrable terms 
than these offv red by the Bank of India, their cftl-r will be at once rejected.” 

The revenues of India amount to 123,000,000, collected from 
various sources, over a vast country and under a complicated sys- 
tem of revenue laws, requiring an immense establishment for its 
collection and disbursement. No institution, excepting one 
expressly organised at great labour and expense for the pur- 
pose, could undertake the transaction of such business, and 
compete with the Bank in their offer to Government. It is perfectly 
absurd, therefore, to suppose that such competition will exist. The 
offer of the Bank would doubtless show a saving to the Govern - 
ment of 1 or 2 per cent, on the cost of collection, to induce the 
latter to accept of it, but the consequence of giving the Bank 
the collection, and command of the revenues, and the absolute 
power which this and the other arrangements it seeks to obtain, 
would secure to it over the sources of Indian prosperity, would 
inevitably lessen the amount now or prospectively to be collected, 
and the Government, when too late, would discover that the Bank 
offer had not been to its advantage. The Government having 
identified itself with the Bank, abolished its extensive Revenue 
and Treasury machinery, made other provisiop for its officers, 
and arrangements, and contracts, for a definite period, could not, 
of course, retrace its steps and revert to its old system the moment 
the change was discovered to be prejudicial to the interests of the 



coufitry, and consequently it would be compelled to deal with the 
Bank, though not to its advantage. The Government would not 
have the option of immediately falling back upon the remedy. 
Such home arguments as the promoters have here advanced, arc 
very well when applied to a paltry concern ; every quack who 
vends poison, has them tongue’s end. The public wont 

take my nostrums, unless they find it for their advantage to do so 
but still the public take them, and when too jat^^niaps, find 
out that it was not to their advantage. 

Page 34. “ To imagine that the circumstance of tlic not(?« of the Bank being 
received in payment of tuxes, supposing such to be tlie case, should give the 
Bank aii) monopoly, is too ludicrously absurd to deserve nolice.” 

.f Ludicrously absurd as this may appear to the promoters, it is 
Nevertheless tTuC. This privilege has given the Bank of Bengal a 
a inono])oly of the pa})er currency beyond the precincts ol’ Cal- 
cutta, and of at least 9-lOths of the circulation of that city. 

Pa:?:e .31. “ Bring mother Bank fqu.illy entitled to the public confidence into 
tile held, and (Jovernmeut will, no doubt, also take its notes.” 

There is no room for it in India, and the attempt would be ruin- 
ous to both establishments. Besides, admitting that another Bank 
of equal magnitude could be brought into the field, Government 
would not take its notes. Tliey wont take those of the Union 
Bank of Calcutta now, though it is as deserving of credit as the 
Bank of Bengal, simply because it is not the Government Bank. 

Pages 34, 35, ‘Mt is further objected, that the Bank is to be in India, and the 
Directors in Kngland, and that the latter being at so great a distance from the 
thing they are appointed to manage, all sorts of mischievous consequences Vvill 
ensut*. 

But, in point of fact, the Bank will be managed by the Directors resident on 
the spot, or in Calcutta; the proceedings of the Indian Board being, however, 
liable to be controlled and directed by the London Board, and does any one 
suppose that this control will not be of the greatest service ? 

“ The Indian Directors, exposed to local influences, personal solicitation, &c., 
might, even with the best intentions, be betrayed into a line of conduct preju- 
dicial to the real and lasting interests of the Bank. Instead, therefore, of the 
double direction being a disadvantage, it is plainly an important circumstance 
in recorn mendatio A of the Bank, and gives it an additional claim to the public 
confidence.” 

This part of the scheme, so glaringly absurd and repugnant to 
every idea of efficiency, and admitted to b» a serious defect by 
many who have signed the Bank prospectus, is nevertheless 
here put forth as one of its greatest beauties, and as establishing 
an additional claim to public confidence in the undertaking. 
It is‘ of course a vital pofnt with those most active in getting 
up the «ank, and every effort will be» made to preserve it. The 
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argument advanced in its defence, viz,, The Indian Directors 
exposed to focal influences, personal solicitation,” See, See,, tells 
with tenfold force against the Supreme Direction being in^ Lon- 
don. Thus the London Directors, exposed to local influences — 
to personal solicitations— to individual iciterests, from their con- 
nexion with Houses of Agency — 16 all the temptations and errors 
arising from^the possession of great power, and from a very im- 
perfect knowi^gewof the country, the people, and internal com- 
merce of India, as well as a total ignorance of Indian daily occur- 
rences, may be betrayed into a line of conduct prejudicial to the 
interests of India, and of the Merchants connected with it. Now, 
if we are to be left to choose betwixt two evils, which of these is the 
greatest ? Certainly the latter. For proof of which we need only 
refer to the knowledge of Indian matters which the promoters have 
shown in the Pamphlet under Review. But so much has already 
been said, which still remains unanswered, against this part of the 
scheme, that it is not now necessary to add more. 

Pages 35 and 36. But it is chiefly, we apprehend, because of its anticipated 
interi'erence with the remittance of funds from and to India that so much oppo- 
sition is made to the Bank. 

** The negoeiation of the remittances in question forms, at present, a consider- 
able and a lucrative branch of the business carried on by the individuals engaged 
in the trade with India, and it is not to be supposed that the majority should be 
favourably inclined towards an establishment that will certainly come into com- 
petition with them in this department. But the more the individuals in ques- 
,tion might And their interests compromised by the establishment of the Bank of 
India, the more is it entitled to a Charter, because the more advantageous must 
it be to the public.'" 

Why do the promoters of the Bank wish to get possession of 
this remittance ? First, to strip the private Merchant of the “ /wera- 
iive |ft’q/2i”*which they imagine lie now makes upon it, and next, to 
give them the means of influencing the consignment of the mer- 
chandise, in which it is sent to England, to the agency establish- 
ments of the Directors. They will scarcely find any one so very 
simple as to believe that they will be content with a less, or even 
with the same profit, than the Merchant hgis obtained upon the 
remittance, if they have it in their power to take it. But the fact 
is, that the Indian Government is now, and has (since deprived of 
ite commercial charajfter) been the chief benefiter by these Ex-, 
change operations. Formerly the Exchange, Calcutta on London, 
was Is. lO.d. per Sicca Rupee, and now the Itidian Government 
are selling their Rupees for Bill;^||| iiM^on at and their 

dollars in China at 4s. 8d., and lOTW^en doing so for a long time 
past. The gain has been consi4erable, but perfectly legitimate. 
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The money in the Indian Treasury for remittance to Europe, is 
offered to the commercial community without favouritism, and the 
profft has benefited India, in as much as it lessens the drain on 
her fie venues, and partly compensates her for these Revenues 
being deprived of the apnual profits of the Company’s tea trade. 
If the Bank, then, is to steptin betwixt the Merchant and the 
local Government in the dis1)ribution of this money, independent 
of all the evils which such an interference will inevit«bly*iead to, this 
portion of the Merchandise Trade of India would be taxed with 
the profit of the Bank.* 

Having disposed of the Answers offered by the promoters of the 
Bank, to the Objections advanced against it, I shall conclude this 
Review of their pamphlet with a few comments upon the following 
passages quot8d*from pages 24t to 27 1 — 

" How is it that, notwithstanding we are the rulers of the country, and that it 
contains a vast population, which, it is now clearly ascertained, have no disiD* 
clination, but, on the contrary, a strong desire to possess articles of British pro- 
duce and manufacture, oipr e a j fe t s to it should not, at an average, exceed three 
and a half millions a-year, being less than half our exports to the United States ? 
The cause of this anomaly is apparent. It results entirely from the backward 
state of industry in India, and from the difficulty the natives sxpee- 

lENCE IN RAISING PRODUCTS TO PAY FOR OUR GOODS.” 

“ She has superior natural facilities for the production of Cotton, Silk, Sugar 
Indigo, Pepper, Coffee, &c,, and nothing but a deficiency o’r capital and 

SKILL PREVENTS HER FROM ATTAINING TO THE HIGHEST RANK AS A MART 
FOR THESE ARTICLES.” 

“ We are convinced, however, that the resources of India have only to be de- 
veloped, to bring her successfully into competition with the United Statos, as a 
Cotton growing country. The capacities of India are, in this respect, illimitable* 
She has a boundless extent of land suitable to the culture of Cotton, and a sur- 
plus of cheap labour. All that she requires is skill and capital.” 

The annual imports of Cotton Wool into Great Britain amount, at present, 
to about 330,000,000 lbs. Of which about 270,000,000 are brought from. the 
United States, and from 20,000,000 to 30,000,000 from Brazil. It is impossible 
to reflect on this state of things without entertaining the most serious apprehen- 
sions as to the result of any misunderstanding between this country and the 
United States.” 

The supporters of the Bank here ask a question, and suggest a 
probable national emergency, deserving the serious attention of the 
British Government and public. When we look to the magnitude 
of India — her great natural capabilities — the peaceable character 
of her people, and reflect that she has ilow been for more than a 
century under British domination, we are compelled to admit, that 
the state she at present exhibits, to the civiliaed world, reflects in.^^ 
dellible disgrace on our Colonial policy ; while the present limited 
extent of our Indian commerce, our helpless dependence on a rival 
countiy for the raw material of our great staple manufacture, affords 

* Vide Paid|p1ilet entitled, *' Reroarki on the Bank of India, its Practical Worl^ng,** . 

A.J'm ?rfr on the same subject, in the Asiatic Jonmal for October, 
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conclusive evidence that our miserable short-sighted, and jobbing 
system of mis -government has not only been re-acting upon our- 
selves, but that we may yet be destined to more serious retribution. 

The promoters, in putting the question, pointing out the ano- 
maly, and suggesting the probable emergency, are merely work- 
ing, in their vocation of twisting every thing within their reach, 
to their own advantage. They answer the first by their assertion, 
that it is owing to the want of skill and capital ; thus giving 

the effect for the cause. And they meet the last by offering their 
abortion of a Bank as a defence against it, and a panacea for all 
the evils of Indian mis-government ; thus insidiously recommend- 
ing the continuance of the same pernicious system of Corporate 
management which has been so baneful to her interests. If they 
had been at all anxious to have interested the 'Bfitish Govern- 
ment and public in behalf of India, they would have stated what 
they knew, or at least ought to have known, were the true causes 
which have prevented the advancement of India, viz.: — That 
her capabilities and productive industry have been paralysed and 
fettered by bringing them under the dominion of Corporate mo- 
nopoly trading, and the depressing internal Legislation con- 
nected therewith. That her productions have either been en- 
tirely excluded from our markets, or their consumption greatly 
diminished, by subjecting them to duties, in some instances enor- 
mously high, and in others most unjustly discriminative, while her 
own domestic manufactures were ruined by the free importation of 
ours. That we have annually drained her of an enormous amount 
of her productive labour, in the shape of tribute, for which we have 
given her nothing in return, not even good Government, until lately. 
That the masters we placed over her declared themselves the own- 
ers of the soil of India ; subjected one part of the country to a sys- 
tem of Revenue Laws which unsettles the right of property every 
twenty years, prevents the occupant from improving it from the 
apprehension of increased exaction, and which, in another part of 
the country, is made to fluctuate so nearly with the annual gross 
returns, that it absorbs all-the surplus over the bare subsistence of 
the Landholder, and leaves neither the means nor the stimulus to 
i^rovement. Thatcher Revenues, instead of being applied to the 
internal improvement of the country — to the education of the na- 
tives, and fitting them, as they grew up under our dominion, for 
l^ing entrusted with the subordinate offices of State — ^have been 
expended in wars, for our own political aggrandisement in Asia, 
or wasted in commercial speculations. 
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That the posts of honour and emolument are consequently held 
by the younger sons of English families, and her native Aristocracy 
have not only been degraded, but in a great measure destroyed. 
That Indian interests have neither been represented nor listened to 
in the House of Commons, like those of other sections of the 
British Empire, but, on J:he contrary, have been made subservient 
to the latter. In fine, that tfie Local Government of India is over- 
ridden by the authorities at home, and that the^lattefT from a feat 
of innovation, has too frequently discouraged attempts, on the part 
of the former, to ameliorate her condition. 

These are the causes which have led to the anomalous state 
which our Indian Commerce at present presents, and sufficiently 
account for any want of skill and capital in that country. The 
withdrawal of the East India Company’s Commercial privileges, 
the recent partial equalization of the discriminative duties, and the 
abolition of the internal transit duties, &c. have removed a few of 
these evils and modified others. And the promoters of the Bank 
wish us to believe, that the remainder may be corrected by a re- 
turn to the same system which has produced them, viz., by placing 
Ifie whole monetary business of India under the irresponsible power 
of another great Chartered Corporate Body, together with such 
privileges and arrangements as would enable it to exercise an ab- 
solute control over the Commerce of India, and the sources of her 
prosperity, through the machinery of an Institution, mis-called a* 
Bank. The security we are offered against the abuse of this power 
are, professions of disinterested zeal for the welfare of India ; but 
this Stock Exchange philanthropy will not be taken for more than 
it is worth. These remarks are not, of course intended to apply 
indiscriminately to all who have been persuaded to sign the Bank 
Prospectus, and to allow their names to be placed on the list df 
Directors. Many have done so from the conviction that the ex- 
tension of the Banking system of India, on sound and legitimate 
principles, would benefit that country, and so it unquestionably 
would, but whe, now seeing more clearly the practical operation 
of this scheme, have either withdrawn from it, or are about to do so. 

The promoters of the Bank wish the public to believe, that the 
opposition to their project is confined to a numerically small and 
interested party who are inimical to any extension or improvement 
of Banking in Irfdia ; but this is not true. Their opponents are 
neither few, averse to, nor insensible to the benefit which would 
result from a judicious extensiotbof the India Banks. On the con- 
trary, all their anxiety is to preverut a change which they feel 



assured would prove a curse^ instead of a benefit, and to secure to 
the community of India the equitable right of constructing and 
managing their own Banks. Let the Home authorities grant this 
permission to their Indian subjects, and instruct the Local Govern- 
ment to extend its patronage and protection alike to all the esta- 
blishments which may be organised under regulations laid down by 
itself, and it will be quite time enou^ for the London Mercliants 
to offer tiielr capital and assistance when they are asked to do so. 

October, 1836. 
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It cannot sui'cly be necessary that we should 
endeavour to gain the assent of the English 
public to the proposal for establishing a new 
Bank in India, by entering u})on any lengthened 
discpfisition as to the utility of Banks. Banking 
is a trade that naturally grows up in the progress 
of society ; and there is none that conduces 
more, perhaps, to its advancement. Banks pos- 
sessed of adequate capitals, and conducted on 
sound principles, j)erfbrm some of the most im- 
portant functions in the public economy. They 
constitute, as it were, a sort of reservoirs in 
which the surplus or unemployed capital of- 
individuals in their vicinity is advantageously 
collected, and from which it is subsequently 
distributed among those who will employ it in 
the best and most profitable manner. It is not 
easy for us, who have so long enjoyed the ad- 
vantage of such establishments, to form any 
correct estimate of the influence of Banks in 
thus bringing vast quantities of capital, that 
would otherwise have been locked up in the 

A 2 



4 


coffers of individuals, into the market, and 
making it available for the prosecution of indus- 
trious undertakings. A private gentleman may 
have.l,OOOA or 10,000/. by' him for which he 
has no use ; 'but being unacquainted w^ith busi- 
ness, or not choosing to encounter tlie risk of 
loss by lending it to private individuals, he pre- 
fers keeping it in his strong box. 'I'hc moment, 
however, that a bank of undoubted wealtli, and 
managed by persons of acknowledged skill and 
integrity, is established in his vicinity, he carries 
his money to it. He is tempted to do this 
partly because he thereby obviates the risk of 
its being lost, stolen, or destroyed ; and gene- 
rally also, because the Bank allows him a certain 
interest or premium iq)on it. The Bank, im- 
mediately, or very soon after, lends this money 
to an agriculturist, manufacturer, or merchant ; 
so that the sum which was formerly locked up, 
and useless to its owner and everv one else, now 
gives life to industry, and affords wages to the 
labourer and profits to the capitalist. It is the 
interest as well as the business of the Bank to 
take care that those to whom it may lend the 
monies committed to its custody should have a 
reputation for industry and integrity, and that 
they will be repaid with interest at the stipvdated 
period. But though its managers should occa- 
sionally be mistaken in the estimates they form 
of the character and ability of those who bor- 



row of them, their large paid up and avail- 
able capital ^ives them the means of meet- 
ing such losses without their affecting the 
Bank’s credit,* or lessening in any degree the 
security afforded by it to depositors. Banks 
with inadequate capital, or improperly managed, 
must, of course, realise these advantages in a 
very inferior degree. But, despite these and 
other defects, the experience of this country, 
of Scotland, the United States, and, in fact, 
of all civilized communities, bears the most 
decisive testimony to the signal service ren- 
dered by ^anks in their capacity of borrowers 
and lenders of money. 

Besides serving as convenient entrepots for 
the collection and distribution of capital. Banks 
may, and indeed very frequently do, issue 
paper, or notes, to serve as money in the ordi- 
nary transactions of life j and whenever such 
notes are issued by opulent establishments, and 
arc uniformly paid immediately on being pre^ 
sented in the standard coin of the country, they 
serve the same purpose as gold or silver, at 
the same time that they are incomparably more 
convenient, and do not cost the thousandth part 
of the expense. Suppose that a Bank issue? 
five n/illions of notes, and that to carry on iti 
business it retains an average stock of 1,000,0(^ 
sovereigns in its coffers: had these notes rpt 
circulated, their place must have been suppled 
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by five millions of gold coins j so that by their 
issue four millions’ worth of capital (the surplus 
of notes issued by the Ban,k over the coins in 
its coffers) is withdrawn from the circulation 
of commodities, and made available for their 
production. A few quires of engraved paper 
are made to perform the same functions, not 
as well merely, but incomparably better, than 
they were previously performed by a quan- 
tity of capital sufficient to furnish employment 
for many thousands of labourers ! Hence it is 
that the introduction of well-established banks 
of issue is of all others the most efficient means 
that can be devised for increasing tlie capital 
of countries having a metallic currency. The 
precious metals rendered superfluous by the sub- 
stitution of paper for coins are forthwith em- 
ployed to purchase ships, to build factories, to 
improve agriculture, and so forth ; and a new 
and copious source of employment and wealth 
is opened, in the advantages of which all classes 
participate. “ When paper,” says Dr. Smith, 
“ is substituted in the room of gold and silver 
money, the quantity of the materials, tools, 
and maintenance which the whole circulating 
capital can supply, may be increased by the 
■vhole value of the gold and silver whic'n used 
t> be employed in purchasing them. The whole 
vilue of the great wheel of circulation and dis- 
trbution is added to the goods which are cir- 
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fulated and distributed by means of it. The 
operation in sonje measure resembles that of the 
undertaker of some great work, who, in con- 
sequence of some improvement in mechanics, 
takes down his old machinery, aivJ adds*the 
difference between its price and that of the new 
to his circulating capital, — to the fund from 
which he furnishes materials and wages to his 
workmen.” * 

But, lidw great soever, even these are not the 
only advantages derived from the institution of 
Banks. The facilities they afford for the making 
1 the most distant parts of the 
the utmost importance. Where- 
ever Banks are unknown commerce must be 
carried on under the greatest difficulties, and 
be in the most backward state. How depressed 
would be its condition in Great Britain had we 
no means of making payments at a distance 
except by the transmission of gold! But the 
intervention of bankers completely obviates this 
difficulty; and individuals make payments in the 
parts of the country most remote from their 
residences with as much facility, and almost as 
cheaply, as they effect those in the places where 
they live. Even if Banks had no other effect 
than this, their introduction into districts in 
which they are unknown, could hardly fail to 
give a powerful stimulus to all sorts of industry. 

• Wealth of Nations, M'Culloch’s edit., vol. ii. p. 35. 
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Such are a few of the more prominent ad- 
vantages that are sure to be Realised in ever}" 
country by the establisnyent of safe and well- 
conducted banks; and such being the case, 
it follows ^at those who are instrumental in 
introducing such institutions into countries in 
which they are wholly unknown, or in which 
the existing establishments are inadequate to 
the object, confer on tliem some of the greatest 
advantages they can enjoy. 

Influenced by these views, and desirous also 
to open a safe and advantageous channel for the 
employment of a portion of the redundant capi- 
tal of this country, a number of genfleman have 
resolved, provided they obtain a charter from 
the Crown, and the sanction of the East India 
Company, to establish a Bank in India, on a 
scale commensurate with the wants of that 
great division of the empire, and with a capital 
sufficient to guarantee the most undoubted sta- 
bility. In pursuance of this resolution they 
have drawn up the following plan, in which the 
nature and objects of the proposed Bank are 
briefly and clearly stated ; — 

PLAN FOR THE BANK OF INDIA. 

" t 

!• A Joint Stock ^Company to be formed in Great 
Britain, to be entitled the Bank of India/^ and to be 
incorporated by ^charter from the Crown and the East 
India Company. 
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^ II. The capital to be 5,000,000/., divided into 50,000 
shares of 100/. each ; 10/. per share to be paid on the* 
allotment, and 15/. per share more on obtaining the 
charter from the Cfown*; \he remainder as soon as the 
money can be beneficially employed, but not in greater 
instalments than 10/. per share, nor at less intervals 
than three months between each instalment; 15,000 
of the shares to be reserved for distribution in India. 

III. The Bank of India shall have its chief office in 
London, mnl the management be vested in a Board of 
Twenty-four Directors, each Director to hold not less 
than forty shares. The Directors first appointed to re- 
main in office five years from the 1st January following 
the date of the charter from the Crown, with power to com- 
plete their iiuniber in case oi* vacancy during that period. 

IV. The management in India to be confided to a 
Board of Nine Directors at Calcutta, with subordinate 
Boards at Bombay and Madras, and at other places 
where Branch Banks may be established ; the first Di- 
rectors in India being appointed by the Directors in 
London, and subject to their control. 

V. After the lapse of the time appointed, the Direc- 
tors ill London to go out of office in rotation, one third 
each succeeding year, but to be eligible for re-election 
by a majority ol’ the Proprietors. The liolders of 

5 shares and less than 15 to have 1 vote. 

15 - - 40 2 

40 - - 80 3 

80 and upwards - 4 

• The proportion has since been altered to a fourth; and 
the qualification for Directors in India Hits been fixed at 
twenty shares. ^ 
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VI. After the lapse of three years from their ap- 
pointment, the Directors in India to go out of office in 
rotation, one third each succeeding year, and to be 
eligible for re-election by £fac proprietary in India, 
voting in the same manner as in London ; but the elec- 
tions in India to be subject to the approval and con- 
firmation of the majority of the London Direction. 

VIL Natives to be eligible to be elected Directors in 
India. 

VIII. The Bank of India to confine its business to 
banking exclusively ; that is, to receiving deposits and 
keeping cash accounts ; granting cash credits for a 
limited time, and with approved security; discounting 
bills; the issue of notes payable on demand, and in 
gold or silver, as may be hereafter determined ; the 
purchase and sale of bills of exchange; and the grant- 
ing of drafts and credits by the establishment in Lon- 
don on the several establishments in India, and vice 
vers&. The Bank is not allowed to make advances 
on landed or other immoveable securities, nor' upon 
growing crops, nor to act in a mercantile capacity by 
undertaking the shipment or sale of goods. 

IX. Quarterly accounts to be transmitted by the 
Boards in India to the Directors in London; and ac- 
counts and reports of the finances of the Bank to be 
annually made by the London Board to all the Pro- 
prietors. 

X. The following Gentlemen to act as a Provisional 
Board of Directors until the charter from die Crown 
be obtained, withouf which the Bank of India will not 
be constituted. The Provisional Directors, after the 
charter is completed, to be permanent, according to 
Article 3. 
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Alexander, James, Esq. London. 

Baring, Thomas, Esq. M.P. ditto. 

Birley, H. H., Esq. Manchester. 

Boyd, W. S., Esq.j^ondon. 

Brownrigg, J. S., Esq. M.P. ditto. 

Campbell, John Deans, Esq. ditto. 

Feilden, William., Esq. M.P. Blackburn. 
Finlay, K., Esq. Glasgow. 

Garnett, Robert, Esq. Manchester. 

Grant, George, Esq. Liverpool, 

Gre’gson, Samuel, Esq. London. 

Hegan, Joseph, Esq. Liverpool. 

Hornby, Joseph, Esq. ditto. 

Jackson, John, Esq. Lancaster. 

Irving, John, Esq. London. 

Kennard, John, Esq. ditto. 

Larpent, G. G. De H., Esq. ditto. 

Little, William, Esq. ditto. 

Mackintosh, Eneas, Esq. ditto. 

Melville, John, Esq. ditto. 

Oswald, James, Esq. M.P. Glasgow. 

Philips, Mark, Esq. M.P. Manchester. 
PlCKERSGlLL, JoHN, Esq. Loildoil. 

Smith, John Abel, Esq. M.P. ditto. 

London, ^lOth Jidy, 1836. 

To anticipate that either the Government or 
the East India Company should throw any ob- 
stacles in the way of the establishment of a 
Bank of this sort, would be equivalent to sup- 
posing that they were averse from what must 
obviously conduce, and that in no ordinary 
degree, to the improvement of India and of the 
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Empire. Every one, indeed, in the least ac- 
quainted with the state of India must be 
aware that no great country exists so entirely 
destitute of banking eaablishments, or where 
tlic. introduction of such an establishment as 
that now proposed would be likely to prove so 
advantageous. At present, in fact, there are 
only four Banks in India — the Bank of Bengal 
and the Union Bank, established in Calcutta, 
with a sort of government banking establish- 
ment at Madras, and a recently formed Bank in 
Agra — but of these the first two are the only 
ones of any importance ; and even their capitals 
are comparatively limited, the Bank of Bengal 
not having more than 750 , 000 /. paid up capital, 
if so much, and the Union Bank only 500 , 000 /. ; 
their constitution is, in various respects, de- 
fective ; and they have no branches or subordi- 
nate establishments in any part of the country, 
the sphere of their operations being confined 
principally to the city of Calcutta, and wholly to 
the province of Bengal. No doubt these Banks 
have been of material service ; but it would be 
as absurd to suppose that two banks established 
in London, without a single branch, assisted by 
a small government establishment at Dublin, and 
a small private bank at Liverpool,*’ should be 
adequate to transact the banking business of 
the United Kingdom, as that the two Banks 
referred to should suffice to transact the bank- 



ing business of our Indian empire, extending as 
it does over 1, 300^000 square miles, and com- 
prising a populaticjn of jibout one hundred and 
thirty millions ! 

In fact, the largest portion by far of the foreign 
banking business of India was transacted, until 
very recently, by the great agency houses esta- 
blished in Calcutta, Bombay, and Madras, but 
principally in the first. Most ol‘ these houses 
were founded originally by retired civil servants 
of the East India Company, or by adventurers 
from Europe, without, in most instances, being 
})osscsscd of any very considerable amount of 
capital. Besides being bankers, they were mer- 
chants, and sometimes also indigo planters’ and 
ship-owners ; and to this vicious combination 
the ruin in which so many of them have been 
involved may be primarily ascribed. Their 
credit being high, large sums, principally con- 
sisting of the savings of individuals in the Com- 
pany’s service, were deposited in their hands, 
for which they engaged to pay a high rate of 
interest ; but, instead of employing these de- 
posits as Bankers in England would do, or as 
the proposed Bank of India would have done 
had it been then in existence, in the discount of 
approved bills at short dates, in the granting of 
cash credits, or in the purchase of Government 
securities readily convertible into money, they 
employed them in all manner of hazardous 
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speculations, — advancing very large sums to 
indigo planters, several of whom had little or no 
capital of their own ; exporting goods to Europe, 
China, &c., either directfy on their own account, 
or indirectly by lending largely on the security 
of the goods to those who did j becoming owners 
of Indian shipping, &c. Many of tliese specu- 
lations turned out exceedingly ill. The culti- 
vation of indigo was so much increased that its 
price gradually fell to a level at which it would 
not pay the expense of production j so that very 
heavy losses were sustained, and much capital 
sunk by the planters and those by whom they 
had been propped up. The investments in Indian 
shipping turned out even worse than tliose in 
the indigo plantations, the shipping of England 
having nearly driven that of India out of the 
field. At the same time that most of the houses 
in question had been thus getting themselves 
entangled in difficulties, several of their partners 
returned to Europe, taking large sums with them, 
as their share of the capital of the firms. The 
embarrassment produced by this locking up 
of their capital, by the withdrawing of portions 
of it to Europe, and by the unfavourable ter- 
mination of many of the adventures in which 
they had been engaged, began to manifest itself 
simultaneously with the scarcity of money oc- 
casioned by the drains on account of the Bur- 
mese war. The consequences are well known, 



und have been most disastrous. After struggling 
on, some for a Jonger and some for a shorter 
period, most of the great houses alluded to have 
since failed; and their fall have produced 
an extent of distress not often paraljeled in the 
history of such catastrophes. 

Now, it is material to observe, that no new 
banking establishment, with the exception of 
that of Agra, has been hitherto brought into 
the field to fill up the mighty void caused by 
the failure of the houses referred to. The 
Bank of Bengal and the Union Bank were both 
established long since ; and as they, even when 
assisted by the establishments that have failed, 
were notoriously incompetent to the proper 
transacting of the banking affairs of India, they 
must be infinitely more so at present, after so 
much havoc has been made amongst the old 
agency houses. 

Under these circumstances, it may probably 
appear to many a work of supererogation to set 
forth at any length what must be so obvious to 
every one as the advantage of establishing in India 
a new Bank possessed of capital sufficient to place 
its stability beyond the reach of suspicion, which 
should have branches in all the great towns, and 
be managed on sound banking principles by a 
superintending Board in England, consisting of 
the most eminent manufacturers and merchants, 
and a subordinate Board in India selected from 
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among the most intelligent British residents and 
natives. The servants of Gov^nment and every 
one else would then havp a place of secure and 
profitable investment for their savings, receiving 
for them gs high a rate of interest as could be 
afforded, and feeling at the same time absolutely 
certain as to their payment the moment they 
are demanded. Had such an institution been 
in existence in India a few years ago, what an 
amount of bitter disappointment and "of positive 
suffering would it have averted I And where is 
the security, provided some such establishment 
as that now proposed be not founded, that the 
disasters we have so lately witnessed will not 
recur ? 

But the opening of a secure place of invest- 
ment for the accumulation of the savings of the 
Company’s servants and other Englishmen in 
India, and of a secure channel for their remit- 
tance to England, are but trifling advantages 
compared with those which the establishment of 
the proposed Bank would confer on the people 
of India. It would furnish at the head office in 
Calcutta, and at the various branches in the prin- 
cipal towns, secure places of deposit for their 
surplus or unemployed capital ; and it is not 
easy to estimate the influence that it \<^ould have 
in this way in exciting a spirit of industry and a 
love of accumulation throughout India. The 
incessant recurrence of intestine wars in that 
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region, tlie destruction of property with which 
they have been* always accompanied, and the 
tyranny and rapqjcity.sl) frequently exercised by 
the rajahs and other petty sovereigns over the 
lower classes of the people, have f)roduced a 
deeply rooted feeling of insecurity. Hence the 
practice of hoarding, and of burying the precious 
metals in the earth, has always prevailed to a great 
extent in the East. Mr. Luke Scrafton has made 
some sticking statements in his celebrated tract 
on Hindostan, illusti'ative of the fortitude with 
which the Hindoos endured the greatest cruelties 
and indignities rather than discover the treasures 
they had thus withdrawn from the grasp of their 
avaricious masters. And he has conjectured, 
and apparently on good grounds, that the vast 
sums lost in consequence of this practice, is the 
chief cause why prices do not seem to have risen 
materially in the East, or the precious metals to 
have become more abundant, notwithstanding 
the vast quantities that used to be sent thither.* 
This habit of burying money in the earth has 
been too long carried on, and has become too 
congenial to the natives, to allow of its speedy 
eradication. The comparative tranquillity which 
most parts of India have enjoyed under our sway, 
for these several years past, has, no doubt, oc- 
casioned a considerable decline of the practice. 


• Scrafton’s Reflections on the Government of Hindostan, 
p. 16 . ed. 1770 ., 
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though it is still carried on to a greater extent 
than those not familiar with India would readily 
imagine.* It is needless to dwell on its mis- 
chievous consequences, bdth in the direct loss 
of capital tiiat it involves, and, still more, in its 
indirect influence in preventing the formation 
of a spirit of emulation and enterprise. Now, 
we take leave to say, that, of all the means that 
it is possible to devise for the purpose of coun- 
teracting this pernicious habit, there is not one so 
likely to be efiectual as the formation of a great 
Bank in India, with branches spread all over the 
country. It will afford to the Hindoo mer- 
chants and cultivators the means, of which they 
have hitherto been destitute, of profitably and 
safely investing their surplus or spare funds. 
At present, if they cannot directly employ them 
or do not bury them in the ground, they have 
nothing for it, but to lend them to the shroffs 
or native bankers. But many of these are per- 
sons of doubtful characters and desperate for- 
tunes : they are more anxious to take advan- 
tage of the distress of individuals than to relieve 
itj and form but a wretched substitute for a 
bank that should receive deposits according to 
fixed rules, and without their being exposed to 
any hazard of any sort whatever. Thfere cannot, 

* In proof of this^ see evidence of the Right Hon. Holt 
Mackenzie be&re Select Committee on Affairs of India. 
Sect. Finance, Q, 321., &c. 
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we think, be a doubt that the influence such ati 
establishment Yi^ould have in India would be 
great and signal. It is all but certain that, in 
no long time, ft wb^ld bring forth and vivify 
millions of capital that now lie dormant in the 
earth, or in secret hiding places ; while, by in- 
creasing the advantages of accumulation, and 
making savings available as well for immediate 
profit as for a future resource, it would, at one 
and the same time, add new strength to the spirit 
of industry, and to the cumulative principle. 

If a doubt can remain in the mind of any one 
as to the advantages that must always accrue 
from the opening of safe and profitable places of 
deposit for the savings of the industrious and 
frugal, it will be removed by observing what 
has been done in Scotland. That part of the 
empire has long enjoyed the inestimable advan- 
tage of a safe and convenient system of banking. 
All the Scotch banks receive deposits of the low 
value of 10/., and pay interest upon them at 
about one per cent, under the market rate at 
the time being. The consequences have been 
quite extraordinary. All classes have been im- 
bued with a spirit of enterprise and economy. 
The deposits in the Scotch banks, notwithstand- 
ing the «atural poverty of the country, may, we 
believe, at this moment, be ‘estimated at about 
25,000,000/. sterling ; and we are well assured 
that we are within the mark when we affirm, 
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that, but for the safe and profitable means of 
investing the smallest sums that have been 
spread all over the couptry, not more than 
10,000,000/. out of the existing 25,000,000/. of 
deposits wopld have been at this moment in 
existence. 

Bring the same facilities for saving and ac- 
cumulating within the command of the people 
of India that are enjoyed by the people of 
Scotland, and who can doubt that they will be 
productive of .similar results ? And as these 
facilities will be afforded to a very considerable 
extent by the establishment of the Bank of India, 
who can deny that it has a well-founded claim 
on the public favour and patronage ? 

The vast additional capital that would thus 
be created and brought into the field, would 
be distributed by the Bank in the most advan- 
tageous manner to those engaged in the various 
departments of industry. In India, most, per- 
haps we should say all, classes of producers are 
short of capital ; — those engaged in the raising 
of indigo, silk, sugar, cotton, &c., all require 
advances to enable them to prosecute their busi- 
ness. Formerly, these advances were made by 
the merchants ; and when their speculations 
failed, those who had deposited money in their 
hands lost- their all.“ But when a banking com- 
pany with large capital, and properly conducted, 
comes into the field, this will no longer be the 
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case. The Bank will discount the bills of mer- 
chants and plaliters, who will thus be assisted 
with the funds r|;quv9d to carry on their business 
till the produce of fheir crops or sales comes to 
hand. It is not, of course, to be supposed, that 
any bank should be able to conduct an extensive 
business of this kind without occasionally meeting 
with losses j but the experience of this and other 
countries, and even of India itself, sufficiently 
proves that, with due care and discretion, these 
losses will never do more than diminish the pro- 
fits of the establishment j and though they were 
on some rare occasions to cut deeper, the large 
reserved fund which it would be its business to 
accumulate, independently altogether of its capi- 
tal, would prevent the circumstance from being 
felt by any party connected with the Bank, or 
its free action from being at all impeded. 

But, in addition to its influence as a bank for 
the receipt and distribution of the money of 
others, the Bank of India will also issue notes; 
and will thus, as already explained, make an 
immediate addition to the free disposable capital 
of the country, equal to the excess of its notes 
afloat over the bullion it may find necessary to 
keep in its coffers. The notes of the Bank of 
Bengal are taken in payment of taxes by the East 
India Company’s collectors in all the country 
below Benares ; and there is not, and there cannot 
be, any reason why the notes of the Bank of 
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India should not be in like manner received by • 
the Government collectors in dll the districts 
where it may have branch([S^ 3uch an arrange- 
ment would be for the mutual benefit of all 
parties. At' present the revenue collected in the 
more distant provinces has to be sent down in 
specie to Calcutta, where, after having been 
locked up for a while in the Company’s treasury, 
it again finds its way into circulation : the iden- 
tical sums brought from a distance of a thousand 
miles or more being probably paid to merchants 
or agents at Calcutta, by whom they are trans- 
mitted on loan to planters and others in the 
vicinity of the place whence they were originally 
brought I The establishment of the Bank of 
India will go far to put an end to this sort of 
national child’s play, — to the expensive transfer of 
specie from one part of the country to another, 
merely that it may be sent back again ! The 
money paid by the revenue collectors to the 
different branches of the Bank, will be forthwith 
placed to the account of Government at the head 
office in Calcutta : the loss attending the present 
rude and cumbrous system will thus be com- 
pletely obviated j and the money paid into the 
branches of the Bank, instead of being sent down 
to Calcutta and then sent back again, will be 
immediately lent out to the industrious classes in 
their vicinity.* The interest of every party, and 
especially of the native population will be pro- 
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/noted by this arrangement. The projectors of 
the Bank of Incha wish, in fact, that the success 
of the establishment should depend entirely on 
its utility, — thej^ asfe ^lo fevour from the Govern- 
ment either in the circulation or receipt of tlieir 
notes, — they know that they will have to deal 
with intelligent and able men, who will not fail to 
avail themselves of every fair facility that may 
be afforded for the transacting of the public busi- 
ness, either by this or any other company ; and 
this natural desire to resort to speedy, safe, and 
easy methods of conducting business, will be 
sufficient to secure for the Government, the 
Bank, and above all for the people of India, the 
numerous advantages thus shortly pointed out. 

The service that the Bank will render to mer- 
chants, in carrying on their business, is too obvi- 
ous to require illustration. Besides obtaining 
cash credits, and getting their bills discounted, 
or being accommodated with loans, look at the 
influence the Bank will have in facilitating all 
sorts of commercial transactions. Suppose that 
a merchant in Calcutta finds that he can make 
an advantageous purchase of a quantity of opium, 
silk, indigo, or other article at Delhi, how will 
he proceed ? If there be no money due to him 
at Delhi? and if he cannot (as is the case in nine 
out of ten instances) purchase a bill on that 
city, he has nothing for it but to decline making 
the purchase, or to send, throu^ a dangerous 

B 4 



24 


country and at a heavy expense, bullion to 
Delhi to pay for the goods 1 The establishment 
of the Bank of India will, however, completely 
obviate all difficulties of tl^i^*sor^, and, by doing 
so, \vill give incalculable facilities to commerce. 
The merchant, in the case now supposed, will 
pay the price of the goods to the Bank in Cal- 
cutta, and obtain an order from them on their 
agent in Delhi for an equivalent sum ; so that a 
postage or two, and the interest of the sum for a 
few days, will be all that will be required to effect 
a transaction that could not otherwise be accom- 
plished except at a great risk, after a long delay, 
and at a thousand times the expense. 

Such, we may anticipate on the surest grounds, 
will be the effect of the establishment of the 
Bank of India in adding to the capital of that 
part of the empire, in vivifying its industry, and 
facilitating tr3.de. But the indirect effects that 
will thence ensue are too intimately connected 
with the interests of the people of Britain to be 
left out of view in any sketcli of this sort, how- 
ever imperfect. What, may we ask, is the prin- 
cipal cause of the limited commerce we carry on 
with India How is it that, notwithstanding we 
3re the rulers of the country, and that it contains 
a yqst population, which, it is now clea^'ly ascer- 
tained, have no disinclination, but, on the con- 
trary, a strong desire to possess articles of British 
produce and manufacture, our exports to it 
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should not, at an average, exceed three and a 
*half millions a year, being less than half our ex- 
ports to the United States ? The cause of this 
anomaly is apparent; ^ It results entirely from 
the backward state of industry in India, and from 
the difficulty the natives experience in raising 
products with which to pay for our goods. Ac- 
cording as this difficulty is diminished, that is, 
according as India succeeds- in producing articles 
suitable for our markets, the commerce with her 
will be extended, and may, indeed, attain to any 
conceivable limit. And it so happens, that the 
very articles which form what are called the 
grand staples of India are those best suited for 
our markets. She has superior natural facilities 
for the production of cotton, silk, sugar, indigo, 
pepper, coffee, &c., and nothing but a deficiency 
of capital and skill prevents her from attaining to 
the highest rank as a mart for these articles. 
The success that has attended the efforts of the 
indigo planters, since the attention of English- 
men was first turned to that department in 1783, 
is conclusive evidence of what may be expected 
now that they are entitled to apply themselves 
not to the indigo culture only, but to all sorts of 
industry carried on in India, and that the dis- 
criminatipg duties formerly imposed on most 
sorts of Indian products have been all, or mostly 
all, repealed. The Bank of India will be of the 
greatest consequence in assisting* the efforts of 
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those engaged in such undertakings. Rich indi- 
viduals will not often engage in the departments 
in question, at least till they are more advanced 
than at present. Most of ^liose'engaged in them 
will be for a good while to come, as they have 
been in time past, bare of capital. But the Bank 
of India, having large deposits and a large capital 
to employ, will be liberal of its advances to indi- 
viduals of intelligence and industry employed in 
the cotton culture, the indigo culture, the silk 
culture, and so fortb } and to the merchants by 
whom such persons may be supported. It is diffi- 
cult to foresee, or fully appreciate, the wonder- 
ful change that is certainly destined, at no distant 
period, to take place in the productions and trade 
of India, now that Englishmen may freely engage 
in it, and that English and Indian capital will 
be found to sustain and help them on in their 
efforts. 

It would be no easy matter to exaggerate the 
importance of the cotton manufacture to the 
United Kingdom. It has been calculated, it is 
believed on good grounds, that from 1,200,000 
to 1,500,000 of the peojple of Britain are directly 
dependent on it for employment and subsistence. 
It is, however, a fact, that the foundations of 
this great manufacture, any shock to which 
would be fatal to our prosperity, are laid in 
foreign countries I The annual imports of cot- 
ton wool into Great Britain amount, at present. 
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to about 330,000,000 lbs., of which about 
270 , 000,000 are brought from the United 
States, and from 20,000,000 to 30,000,000 from 
Brazil. It is impossible to reflect on this 8t§te 
of things without entertaining the most serious 
apprehensions as to the result of any misunder- 
standing between this country and the United 
States. Commerce, no doubt, is reciprocal ; 
and the Americans are quite as much indebted 
to us for buying their cotton as we are to them 
for selling it. But were the two countries to go 
to war, or should the Americans, to injure us, 
pass a Non-intercourse Act, or merely prohibit 
all exportation of cotton for twelve or even six 
months, the consequences would be of the ihost 
alarming description. We hope and believe that 
this is a danger not very likely to occur ; but 
the fact that it may occur is not a very agree- 
able one, and should lead us to explore and 
cultivate the other channels whence supplies of 
cotton may be brought, so that we may be less 
dependent on any one. We are convinced, how- 
ever, that the resources of India have only to be 
developed to bring her successfully into com- 
petition with the United States as a cotton-grow- 
ing country. The capacities of India are, in 
this respect, illimitable. She has a boundless 
extent of land suitable to the culture of cotton, 
and a surplus of cheap labour. , All that she 
requires is skill and capital ; and these will b© 
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supplied, the former by the influx of adventurers 
from England, and the latter through the agency 
of the Bank of India, in drawing forth the 
capital of the country, abd in' assisting it with 
the capital of England. 

It is not, however, in the cotton culture only 
that India must infallibly attain to the highest 
eminence, if assisted by the science and the 
capital of this country. Every one who looks 
into the instructive volume of papers published 
a few years ago by the East India Company, on 
the culture of sugar in India, must be satisfied 
that she has every natural aptitude for excelling 
in that department ; and that her want of suc- 
cess in it is entirely ascribable to the rude and 
defective construction of the implements em- 
ployed, and the poverty of the natives, by whom 
the business has been hitherto exclusively car- 
ried on. The same may be said of the cul- 
ture of silk, pepper, rice, and so forth. No 
country in the world has greater capacities of 
production than India. That they have not 
been more fully developed has been wholly 
owing to accidental causes — to the insecurity 
of property, the consequent disinclination to 
vest capital in any industrious undertaking, and 
the want of skill. Various joint stock com- 
panies hav^ in fact, been already projected for 
the purpose of *undertaking the culture of 
sugar, silk, &c. } but, if not abandoned, they 
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have been at least deferred, because of the want, 
in most parts of. India, of any secure place of 
deposit for their capital till it could be brought 
into employmentt liilckily, however, the in- 
security formerly so prevalent has di^ppeared ; 
the authority of the law is every where re- 
spected ; and, now that the Bank of India is 
about to open safe and advantageous places of 
deposit for the savings of the natives, and to dis- 
tribute thetn again, augmented by large sums 
brought from England, to deserving individuals, 
whether natives or European adventurers, en- 
gaged in industrious enterprises, it is surely not 
too much to say that a new era has commenced 
for India ; and that the fair presumption is, that 
her vast, and hitherto unexplored, resources are 
at length about to be made fully available for the 
enriching of her own citizens, and those with 
whom they are politically and commercially 
connected. 

Besides the beneficial consequences already 
pointed out, the establishment of a Bank in 
India, on the principle and for the objects 
now stated, will undoubtedly have a consider- 
able eflect in a moral and political point of view. 
By affording new and hitherto unknown &cili- 
ties for the accumulation of capital, it will 
assist in convincing the natives that the dmni- 
nion of the English in the East is^as conducive 
to their wealth as it is to their tranquillity and 
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security ; and it will give the Bank, depositors, 
who, it may be fairly presumed, will form the 
most industrious, intelligent, and active portion 
of the natives, a direct tangible interest, not in 
the support of the Bank merely, but of the En- 
glish ascendency. None can doubt that, in this 
respect, the influence of the proposed Bank will 
be alike salutary and powerful. 

Besides conducing, in so many ways, to the 
improvement of India, and to the increase of 
the trade between it and England, the proposed 
Bank will certainly yield a handsome profit to 
its proprietary. It could not, indeed, be ex- 
pected that they should embark so large a sum, 
in a business to be carried on at the distance of 
10,000 miles, had they not a well-founded con- 
viction that, in seeking to promote the interests 
of others, they would, at the same time, pro- 
mote their own. But that such will be the case 
may be unhesitatingly inferred, first, from the 
high rate of interest in India, and, second, from 
the high rate of dividend that has been paid by 
the Bank of Bengal and the Union Bank. It 
may be thought, indeed, that the bringing of a 
new establishment, with a large amount of Eu- 
ropean capital, into the field, will tend to reduce 
the rate of interest and the profits hitherto made 
by banking. We, too, are inclined to think that 
this will, in some degree, be the case j but, con- 
sidering the all but unbounded scope afforded 
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jn India for the employinent of capital, it is not 
to be supposed that any considerable reduction 
should be brought about in the way now stated. 
The rate of intferest,*and the profit on indus- 
trious undertakings, will, no doubt, continue 
sufficiently high to yield a liberal return to the 
subscribers. It must, also, be borne in mind, 
that if the establishment of the Bank should 
have any sensible influence in reducing the rate 
of interesf in India, that circumstance will be of 
equal service to the natives, most of whom are 
obliged to borrow money, at an exorbitant pre- 
mium, on the security of their crops, &c. 

Of course it is not to be expected, nor would 
it really be desirable, that the Bank should 
suddenly commence operations on a very large 
scale, by at once opening a great number 
of branches. It must feel its way ; security is 
the paramount consideration, and every thing 
should be, at all times, made subservient to it. 
The sphere of the Bank’s operations will be 
extended gradually and cautiously, as circum- 
stances may require ; and it will be the business, 
as well as the duty, of the directors and ma- 
nagers to take care that her outlying branches 
and operations shall never be extended so as to 
reduce her available assets and securities below 
the proper proportion they ought always to 
bear to her obligations. Should if be found, as 
it is not unlikely may be the case, that a still 



larger amount of capital than the 5*, 000, 000/.# 
now proposed to be subscribed, may be profitably 
and safely employed in extending the business 
of the Bank, there will be hb difticulty in finding 
it in England : and it is, besides, pretty certain, 
that should the success of the projected Bank 
correspond with what seems to be the reason- 
able and well-founded expectations of its pro- 
jectors, it will bring other institutions into the 
field ; and that it will thus insure for India 
every advantage that can be derived from the 
greatest extension of a safe banking system. 


But, notwithstanding all that has now been 
stated, the establishment of the proposed Bank 
of India has been strenuously objected to by 
several parties. It is difficult, however, to dis- 
cover any grounds in the statements they have 
put forth for their opposition ; and we are dis- 
posed to think that there is a very material dis- 
crepancy indeed between their ostensible and 
their real motives for opposing the establishment 
of the Bank. It is said that it will be a monopoly. 
But there is not, really, so much as the shadow 
of a foundation for any such statement. It asks 
no peculiar favour or privilege of any sorf or kind 
whatever nO one, in fact, that the Govern- 
ment, if it see^ cause, may not confer on any 
ten, fifty, or five hundred other establishments. 
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AU that it asks for is a charter on its fuljWmg 
the conditwnSf or complying with the regv]lcb‘ 
tions, according to which the Treasury has 
already granted ^hari^s to other banking com- 
panies established in the colonies. It does not 
ask the Treasury to relax any regulation in 
its favour. The Directors are ready to comply 
with any regulations their LordsJiips may, on 
consideration, think fairly necessary for the 
security ofl the public. They abjure all preten- 
sions to monopoly and favouritism. They are 
anxious, only, to be allowed to bring their 
capital, and such talent as they may be able to 
command, fairly into the field } being well aware 
that, if these do not enable them to carry on the 
business of the Bank advantageously for them- 
selves, and consequently for India and Eng- 
land, the time is gone by when any association 
can hope to be bolstered up by preferences. 

It was stated in one of the prospectuses of the 
Bank of India that its notes would probably be 
received at the Government treasuries in pay- 
ment of taxes, and that such receipt would 
be for the mutual advantage of Government 
and the Bank. This, strange to say, has been 
objected to, as savouring of monopoly, as being 
extremely dangerous, and so forth. One hardly 
knows how to deal with such ridiculous mis- 
apprehensions or mis-statements. The Govern- 
ment of India will not deal \rtth the Bank 
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unless they are satisfied that such dealing will 
be for. their interest ; and to imagine that thfe 
circumstance of the notes of the Bank being 
received in payment of t^xes, supposing such to 
be the case, should give the Bank any monopoly, 
is too ludicrously absurd to deserve notice. 
Bring another Bank equally entitled to the 
public confidence into the field, and Govern- 
ment will, no doubt, also take its notes. 

The same answer may be made to what has 
been said about the bank’s seeking to act as 
Treasurer for the Government of India. It 
seeks to do nothing except upon the quid pro 
quo principle. The Directors may say to Go- 
vernment, “ We are willing to transact such 
and such business for you, upon such and such 
terms.” If Government can itself transact the 
business in question, or get it transacted by 
others, on more favourable terms than those 
offered by the, Bank of India, their offer will be 
at once . rejected ; but if it should turn out 
otherwise, it may be as confidently inferred that 
it will be accepted. To suppose that a pro- 
posal of this sort should be disadvantageous to 
the public, is an obvious absurdity. 

It is further objected that the Bank is to be 
in India and the Directors ih England \ and that 
the latter being at so great a distance from the 
thing they are appointed to manage, all sorts of 
miscfiievous consequences will ensue! But, in 
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jpoint of fsfit, the Bank will be managed by the 
Directors resident on the spot or in Calcutta 
the proceedings of the Indian Board being, 
however, liable to li^ controlled and directed 
by the London Board. And does any one 
suppose that this control will not be of the 
greatest service? The Indian Directors, ex- 
posed to local influences, personal solicitation 
&c., might, even with the best intentions, be 
betrayed into a line of conduct prejudicial to the 
real and lasting interests of the Bank j but 
reports of their proceedings being regularly 
transmitted to England, and examined by the 
Board resident here, upon which no such local 
influences can operate, all proceedings that might 
endanger, or that might impede the legitimate 
action of the Bank, will be checked, and the 
proprietors and the public will have the best 
attainable security for its proper management. 
Instead, therefore, of the double direction being 
a disadvantage, it is plainly an important cir- 
cumstance in recommendation of the Bank, and 
gives it an additional claim to the public con- 
fidence. 

But it is chiefly, we apprehend, because of its 
anticipated interference with the remittance of 
funds from and to India that so much opposition 
is made to the Bank. The negotiation of the 
remittances in question forms, at present, a con- 
siderable and a lucrative branch of the business 

c 2 



36 


carried bn by the individuals engaged ip the trade 
with India, and it is not to be supposed that the 
majority should be favourably inclined towards 
an establishment that wiH* certainly come into 
competitkm with them in this department. But 
the more tlie individuals in question might find 
their interests compromised by the establishment 
of the Bank of India, the more is it entitled to 
' a charter, because the more advantageous must 
it be to the public. If the Government of 
India, or individuals, should employ the Bank 
of India in making remittances from India to 
England, or conversely, in preference to mer- 
cantile houses, it can only be because, all things 
considered, they hnd that it affords the best and 
most advantageous channel. A new stimulus 
wiU, in consequence, be given to competition in 
a department the proper management of which 
^ of the utmost consequence to many persons. 
If the facilities afforded by private channels of 
remittance exceed those afforded by the Bank 
of India, it, of course, will have no business of 
this sort to transact. Every thing will depend 
-on which performs a necessary operation best 
and cheapest; and those who affirm that the 
proposed Bank will engross all the exchange 
business between India and England, really 
affirm, what we have no idea will turn out to be 
the fact, that it will be able, speaking generally, 
to transact sufih business on better terms than 
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individual f This may sometimes be the case; 
and should it be always so, the advantage to the 
public would be proportionally great: but, judg- 
ing from experience «the private houses will, no 
doubt, retain a fair proportion of the busing ; 
and if they transact it on better terms than the 
Bank, they will retain it altogether. 

Some persons have, it seems, got it into their 
heads, or at all events found it convenient to 
state, that the Bank of India proposes to 
remit at a “ fixed” rate of exchange I But the 
projectors of the Bank know something of 
business ; and consequently know that the idea 
of establishing a fixed rate of exchange be- 
tween any two countries is absurd. The. rate 
of exchange depends on the state of trade, on 
the payments that have reciprocally to be made 
by different countries, and on a variety of inap- 
preciable circumstances, all liable to incessant' 
variation. The Bank will do what any other 
establishment managed on reasonable principles 
by one individual or a number would do, — it 
will grant and receive bills on India or England 
at such a rate as will yield them a fair profifr; 
and they may, it is probable, declare at short 
intervals the terms on which they will sell and 
buy bills. The Directors are determined that 
■ their . conduct shall in all cases be open and 
above-board. If private merchants of imdoubted 
responsibility, and there are many such engaged 
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in the India trade, buy and sell bills^on India 
and England on better terms for ihe public than 
the Bank of India, their business will not be in 
any degree diminished. Nor will the Directors 
of the Bank of India regret shoidd such be the 
case. They are anxious for nothing but .a fair 
field and fair play ; and they can honestly say, 
that they will not grudge the success of those 
by whom they may be distanced in the race of 
open, unfettered competition. 


It is hoped that this short statement, im- 
perfect as it necessarily is, may suffice to make 
the public aware of the nature and objects of 
the proposed Bank of India, of the important 
advantages that it is calculated to confer on 
India and England, and of the futility of the 
objections that have been made against it. At 
all ev^ents, if we have not succeeded in this, the 
blame must be ascribed to our incompetency 
to the task we have imposed on ourselves, and 
not to any defect or hollowness in the project 
we have endeavoured to illustrate and defend. 



39 


PROSPECTUS O.F A BANK FOR INDIA. 

London^ Map l^thy 1836. 

I. The state of the money market in Great Britain^ 
and the desire so generally evinced of obtaining in other 
than the ordinary modes of investment safe and profitable 
employment for the accumulating capital of the country, has 
led the undersigned to consider the present a very favour- 
able momeift for instituting, on a very solid foundation, a 
great Banking Establishment for British India. 

II. It is thought that in British India there is an ample 
field for the diffusion of British capital ; and that with the 
co-opcration of the East India Company and His Majesty’s 
Government, an establishment may be formed alike bene* 
ficial to the public in India, and to the members of the pro- 
posed Company. 

III. The Banks in India are the Bank of Bengal and the 
Union Bank at Calcutta, a Government Establishment for 
Banking at Madras, and a Bank at Agra in Bengal. The 
Union Bank is the only one of which the capital is wholly 
furnished by individuals, on the principle of a Joint Stock 
Bank ; but it has no charter, and its notes not being received 
by Government at the treasuries of the collectors in the pro- 
vinces, its circulation is very limited, and confined to Cal- 
cutta and its immediate vicinity. 

IV. The Bank of Bengal is supported in a degree by the 
capital of the East India Company, and managed in part by 
the official servants of the Bengal Government, the number of 
its Directors being nine, of which three are appointed by the 
Government, and six by the proprietors; the Financial Secre- 
tary, the jfccountant-general, and the Sub-treasurer, are the 
ex-officio Directors. It has a charter from the' East India 
Company, terminable upon a year’s notice. Its capital, 
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which was 50 lacs of rupees, divided into 500 shares of 
10,000 rupees each, of which the Government held 100 
shares or 10 lacs (one fifth), has recently been increased to 
75 lacs ; and the regulations for the discount of bills and the 
amount of deposit in specie in propdrtioiY to its issue of notes 
have lately been altered and improved. Its circulation in 
18S5 was 1 croi;e 16 lacs. 

V. But the constitution of the Bank of Bengal prevents 
its becoming as efficient an instrument for the public ser- 
vice, and for the public interests of British India, as a Bank 
ought to be, and might be made. The defect in its consti- 
tution is its immediate connection with the Government. A 
Bank in India, to be really useful, should rely upon its own 
resources ; and its connection with the Government should 
not be one of partnership, but of superintendence on the 
part of the latter. Government should share neither respon- 
sibility nor profit, but keep the action of the Bank steady 
within its prescribed limits. 

That the Government at times requires, for financial and 
revenue operations in peace, and for its expenditure in war, 
the aid of a wealthy Bank, is undeniable ; but the primary 
object of its establishment should not be to afford assistance 
to the Government. This, it is to be feared, will, however, 
always be the case when the Government are at once part- 
ners and managers of a Bank. 

VI. But notwithstanding its identity with the Government, 
the Bank of Bengal is not what a wealthy independent Bank 
might be; viz. the Government Bank transacting the Go- 
vernment business. 

The Bengal Government keep their treasury quite dis- 
tinct from the Bank of Bengal ; but a Bank properly consti* 
tuted might supersede the necessity of the treasury, the 
financial agency at Canton and Madras, and thereby occasion 
a considerable saving to the East India Company. A Bank 
relying upon its own resources, and those resources known 
to be large and adequate to its operations, might, adhering 
strictly to banking principles, not only transact at a mode- 
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rate charge the p^J)lic business, manage the payment of 
interest of the public debt, facilitate the receipt of the 
revenue, and its subsequent diffusion through the various 
channels of the publit exjifenditure ; but it might provide J;he 
remittance to Great Britain of the sums required there for 
the home charges of the East India Company, and enable 
the East India Company to act up to the intention of the 
legislature, by keeping their government entirely aloof from 
that interference with the commerce of India which the pre- 
sent system of remittance involves. 

VIL At present the basis of the Bank of Bengal is too 
'narrow for such a customer as the Government ; and the 
Bank and the Government being one, the period of exigency 
of the Government is the time of the distress of the Bank 
also. But establish a Bank of adequate dimensions, and its 
solid capital and extensive credit would enable it to render 
important pecuniary assistance to the Government in times 
of political difficulty. 

VIII. The state of society, however, in India is such, that it 
is most desirable to maintain a close connection between the 
Public Bank and the Government; and to insmre the proper 
administration of its affairs at such a distance from its 
proprietary, the Government in India should possess a power 
of superintendence over the operations of the Bank- 

IX. If the Bank of Bengal be not adequate to fulfil the 
functions required of a Public Bank, much less so is the 
Union Bank, with a limited capital and without a charter ; 
and since the failures which commenced in 1830, and when 
all the Private Banks were swept away, none have beeij^ 
established ; nor is it to be desired that commercial agency 
and banking should ever again be united. It is clearly for 
the true interests of both that the separation should be 
strongly drawn. 

X. This^state of things, it is thought, offers a very 
favourable opportunity for the introduction into India of a 
large Banking Company, which would keep steadily in view 
the legitimate objects of such an establii^ment, and adopt 
throughout the acknowledged principles upon which a sound 

D ' 
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system of banking should be founded, modified only by the ' 
peculiar situation of India and of the East India Company. 

(Signed) 
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